
NLWJC - Kagan 
DPC - Box 064 - Folder-002 

W elfare-Privatiza tion [5] 



Locking Horns 

EDS, Lockheed Duel 
Over Contract to J:tun 
Texas' Welfare System 

Here in Texas. leaders say they are ," Lockheed's most significant target was 
aiming to remove, not increase, the hur- in Michigan. As. welfare director for re
dies for the state's 650.00{) welfare recipi- ronn-minded Repub~can Goy. John 
ents. They expect to save money and Engler. Jerry MlIler'earned respect from 
bureaucratic hassles through a system in ·lib~rals and conservatives. In 1995. as 
which beneficiaries could apply for about .Republicans in Washington moved to draw 
20 different programs-including Medicaid I their own PI"9POSa1s:to overhaul the 
<lnd food stamps - at a single stop. The ! Mr. -Miller became a key adviser. 
private contractor running that system. , a.pproached him at the right 
they say, will be rewarded for competence r, bad 
and efhclency. rather than for how many \ the 

Each Firm Forms an Alliance 
With. a State Agency, 

apP!lcanij a:re turned away. ";~~~~~~f:~~:O~~~:jli~[ng "It's, not taking money from poor t, ~ 
people and giving it to corporations," says 
Health and Human Services CommiSSioner ; 

Promising Big Savings 
Mike McKinney. who is Gov. Bush's wei· ~j~~~~~ 
fare adviser. "Thetre not going to get ~~ 
a percentage of the benefits they deny." 
A TMs lor Welfare 

optimis
can be turned back, 

even relatively weak labor 
mo~ement. "They thought they were going 

- he to nde right over us," says Michael Gross, 
welfare- of the Texas State Employees Union. "J 

think we're going to Win." 

The Battle With the Unions 

A\ - 8v JO:-;;:-K\\'r~l\J 
s~n('porl('r of TIII-: W.~I.I. STu!':r·:.,. J"t·II~.". 

AUSTIN, Texas - Gerald Mi!1er was 
puzzled when Lockheed Martin Corp. kept 
Pho~ing him las,t year. ~~ile h.~ was Michi- privatization. He anticipates savings of 
gan s w~~:are director. Is [hl.s th~.wrong ~ S100 million annually, from such mcaSUrl'S 
number. he .recalls ~.onderJng. These: as replacing field offices with kiosks that 
peop.le make aIrplanes... I resemble automated tellers. 

~early a year later. III a wmdowless! Wh Gov B h d h Le· 1 

the ~ ~eed. for its part. says there is no 
team . its promise to shake· holdl!lg back the trend toward companies 
things up. "We've got a broken welfare! ,run~l:Dg.welfare programs across [he coun· 
system," he says, and "we can changp. it:": tr:r. Private sector opportunities, Mr. 
In Texas. its efforts are twofold: Beyond: Mill~~~. could reshape the entire social 
seeking the contract to administer welfare ser'VIce p.~tesliion .. 
eligibility. the firm is also bidding to run And M~;'MUI.er~.s,.old colleagues haven't 
job-training programs under contracts to accused h~m ofselhngout. To the contrary, 
be awarded by more than two dozen local he sa~ WIth a grin: "I have a deep drawer 
districts. The rival Human Services/EDS here With resumes." 

1 team, says Lockheed executive Ed Gund. "",==== 
represents "the status-quo team." 

one.story building perl' that unn.' hrmscct d . ~n . us an t e /fIS at~r:e 
top-secret work on \he Tridt'nt missile. he ~clde more than ~8 months ago to soliCit 
is leading a new;Lockheed division 10 ?Idders. tthe mo~ dIrect thre~ was to th: 
design a 21st centuiY welfare program for agency phrat no. ru~s the e.lfare p~o_ 
the state of Texas. If Lockheed can win the grams... eservtng Its rra.~r.hlse repl e 'l~f~,~~~~~~~~~~I Louis 
five-vear, 52 billion contract over a rival sent.ed a hug.e. challenge, says Ki~lhY I' ~, could 

bid from Texas-based Electronic Data Sys· DaVIS, a top offtclal at the Huma~ servIces i~~~~~~~~fi~ii~~i~h~urt~~ terns Corp. and its allies. that could be just; Department. So she sought. a p~vate-sec-
the begjnning. "The opportunity in this," tor partner to h.elp prepare Its bl~. 
~Ir. Miller says, "is very real." After exammmg several suItors, her those 

What has turned :'Itr. ;\!iller·s career department settled on EDS. Not only 
upside down - and has lured such heavy- was the Plano-based company.·found~ .by 
weights as Andersen CQm;lllting LLP. Un- for~er o~ner ~ss Perot, a fan:lIl1ar 
isys Corp. and International Business ~la· presence, It also had 20 years of experIence a 
chines Corp. into the chase as well - is a -.E1ease 7U1 II /0 Pnge AR, .901umn I from Austin. Work· 

force Commission representatives express 
decision by Republican Go\'. George \1". Continued From First Page b I ·1 I· ·U 
Bush and other state leaders to privatize with the state from its contract to process road pre erences whi e etling Mr_ MI er 
administration of the Texas welfare sys- Medicaid claims here. For EDS, which and other company executives craft the "minutiae" of program specifics. Mr. tern. The new federal welfare law autho- . in recent years has focused on private-sec- Hammond says. 
rizes states to contract with private compa· : tor work, the welfare franchise would offer, Meanwhile. EDS casts itself as a su~ 
nies, and whoever prevails in the Lone Star· a return to one of its original strengthS. porting player to its government partner. 
state could create a franchise for privatiz- In late 1995, the EDS/Human Services Their gatherings. held alternately at 
ing welfare elsewhere - a step being can· team, joined by Unisys to provide com- EDS's stylish offices·near the capitol and 
sidered from Arizona to New Jersey. puter hardware. sounded out one. more at the Human Services Department, reflect 
Choosing Partners possible partner: the Texas. w:orkforce the gap between public- and private-sector 

In the process, the competition here Commission_ B~t. the commISSion was values, "SOmetimes ·we _ have difficulty 
is testing the ability of business and already ente~nIng an overture from understanding each other," says Ms_ 
government to jointly navigate the cur· Lockheed Martin. . in Davis, the Human Services executive who 
rents of the Information Age. The compa- T~e a~rosp~ce glant ha~ been see~a~ ran ~wo small businesses before entering 
nies and state agencies have sought each to d.lverslfy smce dwin~hng. Cold fense government a-few years ago. "The cu]· 
Other out to help mine new markets in one ten~lOns .began ~hreaten1Og Its de _ tures are so different. We don't look at the 
of the most sensitive of public functions. busmess 10 the mld-1980s. The T~xas con. bottom line." 
And by harnessing private efficiencies. ~act off~rs a chance to expand ~ts sl!lall It stili isn't clear how differently either 
those aaencies look to preserve a role for 1Ofonnatlon- and management services I team would administer welfare programs. 
themseives in the face of public discon· subsidiary, which in recent rears. has i Their plans are shrouded in secrecy. and 
tent. reached into such ~ as chlld·suP~rt any winning bidder would be called on to 

Each company·s choice of a partner enforcement and mumclpal water bUling.. implement the same set of state guide· 
says a great deal about its strategy. The Cl?nt.ract also .. offers the Workfo~ce lines. But Mr. Miller suggests cryptically 
Lockheed is allied with the 5 600·employee CommlSSlo~ a charice to move from .lob that Lockheed's bid would be distinguished 
ie\as Workforce Commission. whicn over- programs m~. the !"uch-bl~4.~f from its rival's in two ways: its us~ of 
sees Job·,ralnlng programs. and IS romis- welfare admlDlstratiOn. ~ technological innovation. and the services 
in uge SIt owar moving welfare "We felt that Lockheed ... had a it provides before a prospective welfare 
reClplemS Into Jobs. EDS. hnkea With the philosophical approach"· in tune with the recipient begins the· application process. 
h.ooo em loyees of Ihe exisljng weilare Woi'kforce COmmission's, says J:I~iHam-· The two· fmos have some history in 
department, argUes that the a[em;y'$. ex- mond, chairman of the agency •. Instead of competing for government work. In the 
pertlse and the comoany"S teChnniovcal simply "signing people" up f?r welfare early 199Os, EDS lost out to Lockheed tor a 
strength \1,jll deliver" smoother tranSition faster," he says, .the commission and New York City parking·violations contract 
to a new system. Only one of the three; Lockheed agreed that "we s~ th':,whole that then·Mayor David Dinkins ultimately 
prospective bids, (rom Chicago' based An- I discussion based on get~ng ~ Job. IBM.. canceled amid allegations of favored treat
dersen Consulting. lacks a public·sector : supplying computer servtces.·rounded.out ment ·EDS isn't shy about hinting the 
partner. which could hurt its chances t the alliance, . . : :.:: same thing could happen· again. "T.bey 
here. ! But I..Ockheed ·based in Bethesda. Md_. have hired very strategically," Mr. Ma· 
. _:~_e ~~ttl~~~~~~~ond :he r~~,~! ~~~~: In ! faced a challeng~ in establisbi~ its_cred~:· tron.e sa~ of Lockheed., '~Th~ peoPI~ ~at 

A .... "u .. ,,:1 I •• ' -........ ".n61o .. , p.l ... t ...... non j b·lity here "ApQlitical force nauQOallY - h : the, have. have relatio.~tiiPs anti ·the 
has sparked resistance from public· 1 , '. ~ : .... --_.- ... -- .. __ .-. ' abUity to influence." 
employee unions warning of lost jobs and ga~e SI.3 mll!IO~ to federal candidates and "You can't buy this contract." Lock· 
potential corruption. Amid those objec- I natIOnal par~les 10 1995-96. - Lockheed was heed's Mr, Miller responds. And EDS has 
tions, the Clinton administration has de· be~t known l~ Texas for Its defense work. its own stable of expensive talent. indud-
layed granting the approval Texas needs which was belDg. scaled back. . ing eight Austin lobbyists who have re-
before it can choose a welfare contractor., To help naVigate aroun~ A~tin, the ported to the state that they expect to earn 
One.Sto Sho in compa.ny turned to 'p~ple WIth ties to the at least $150,000 this year from the com-

p pp g CounCIl on COmpetitive. ~overnme~t, th~ pany. Meanwhile, EDS's partner. UniSys, 
Some analyslS also express misgivings panel of elected state OffiCialS th~t Will ulti· employs a fonner Texas House speaker. 

about the wisdom ·of turning welfare pro- mately award the contract. It lined up a 
grams over to private contractors to wring spokesman for controller John Sharp as a 
savings through efficiencies - as has been subcontractor. It hired Gov. Bush·s former 
done forotherpub~c services. "It's not like legislative liaison and a former top aide to 
garbage collectioT•·· says Judy Gueron. Lt. Gov. Bob Bullock as lobbyiSts. "U's not 
president of New; York-based Manpower sixth-grade civics up here." explains Dan 
Demonstration Re'jearch Corp., a leading Shelley, the former Bush aide. He says he 
private authority on welfare. "Welfare; hasn't spoken to the governor directly 
administrators already know how to save,' about Lockheed. but adds. "I don't need I 
money. All you have to do is set up another to." 
hurdle at the front door." 1 

... _._ ..... _ ....... _. __ ........ . 
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Tax Report 

A Special Summary and Forecast 
Of Federal and State Tax A-' -Developments 

SUPPORT GROWS in Congress for eas· 
ing restrictions on home·office deductions. The IRS's goal is to reach taxpayers 

More people will be able to deduct the before they file their next return so that 
costs of a home office if any of several they can avoid repeating the mix'up that 
recently proposed bills wins approval. The triggered the agrncy 's notice. .' 
bills are designed to change tough rules 
stemming from a 1993 Supreme Court deci· SENATE FINANCE CHAIRMAN Roth 
sion that angered small'business groups .. sharply criticizes the idea of delaying tax 
That decision hurt many self·employed peo·· cuts, as some lawmakers have suggested. 
pie, including consultants, salespeople, free· "Read my lips: No delay," the Delaware 
lance writers and home decorators, who do Republican says in an interview. "You can 
some work at home but also provide services both balance the' budget and give major tax 
or see customers elsewhere. relief .... I feel very strongly about that." 

In that case, the court refused to let a 
doctor deduct his home-office expenses even PROGRESS? The IRS answered 52% of' 
though he worked at hospitals that didn't callers' attempts to get tax help through 
provide him with an office. The court said Feb. 22, up from 21% a year ago, says Lynda 
his home office wasn't his "principal"place Willis of the General Accounting Office, a 
of business because his work there wasn't as congressional watchdog agency. The IRS, 
important as his hospital work. Unfair, using different measurements, contends the 
say Sens. Bond, Nickles, Hatch, Lieberman rate rose to 71% from 52% a year ago. 
and other lawmakers. 

Under one proposal, a home office TAX NOTES, a weekly journal in Arling' 
lCOllid qualify lUi a taxpayer's principal ton, Va., is the most-often'cited publication 
place of bUSiness if it were used on a in a thick new anthology containing excerpts 
"regular and systematic" basis for "es' of about 150 tax·related ar.ticles in recent 
sentiai" business activities, and if the years. The anthology, from Anderson Pub· 

! taxpayer had no other piace to do them. Iishing in Cincinnati, was assembled by law 
c· professors Paul L .. Caron, Karen C. Burke 

MILLIONS OF PEOPLE give Uncle Sam and Grayson M.P. McCouch. 
a free ride once again. ' 

Getting a hefty tax refund may feel ELECTRONIC F1LING continues to en. i 

i great-and certainly beats having to write a joya big surge in popularity. 
, big check. But people should remember that The IRS said yesterday that it received 

a refund check means they gave the govern· about 15.2 million returns filed electronically 
ment an interest·free loan, tax advisers say. as of March 14. That was up 25% from a year 
It makes more sense for taxpayers to adjust ago. This year's total includes nearly 11.6 
their withholding during the year so that million returns filed through the IRS's stan· 
they wind up owing little or nothing. dard electronic·filing format, up 18%. An· 

Many people, though, ignore this advice, . other 3.7 million people filed by punching in 
perhaps out of lethargy or uncertainty about· their data on push·button phones, up 54%. 
how much they will owe. And some view a Thus, about 30% of all individual income-tax 

i refund as a way to force them to save, One returns filed as of mid·March came in 
: New Yorker says he arranges for a big electronically, up from 24% a year earlier. 

refund each year to hide the' money from his The IRS also says more than 3.5 million 
I wife, who would spend it if he lowered his taxpayers filed both federal and state reo 
, regular withholding. Whatever the case, the turns in one electronic transmission. That 

IRS as of March 14 approved individual surpasses a total of 3.2 million for all last 
refund payments totaling S40.46 billion, up year. Separately, more people are choosing 
6'7, from a year ago. Average income·tax to have their refunds deposited directly into 
refund: SI,418, up 9%. The number of people their bank accounts: Nearly 10.9 million 
getting refunds totaled about 28.5 million, chose this direct-deposit option this year, up 
down 3% from the prior year. from 10,5 million for all last year . 

. As Of mid·March, the IRS had reo 
LONG IRS DELAYS in que~tIoning tax· ceived a total of SO.7 milliem returns, 

payers draw criticism-from the IRS. abollt the same lUi a year ago. 
An IRS official says the agency typically 

takes too long to issue "compliance con· BRIEFS: Glutton for punishment? House 
tacts," such as notices about discrepancies Ways and Means Chairman Archer says he 
between what taxpayers report on their'· will prepare his own tax return again this 
returns and_what is reported.to.the govp.rn· year .. '., The nation's total tax burden 
ment by banks, brokers and other payers. stands at a record high, says PaUl Mersld, 
Lee'Monks, who heads an IRS program chief economist to Joint Economic Commit· 
designed to help taxpayers resolve prob- tee Vice Chairman Sen. Mack. 
lems, says these contacts are "routinely -TOM HERMAN ' 
initiated from one to two years after the 
income was received and/or reported." 

Such a long delay "burdens taxpayers THE W; 
with the possible lack of recall and records," )lLL STREET JOURNAL 
Mr. Monks says in a recent report to Con· WEDNESDAY MAR 
gress required by a law enacted last sum· 1 , CH 19, 1997 
mer. Delay also burdens taxpayers with 
"potential additional penalty and interest 
charges." He says the IRS is well aware of 
this problem and is "pursuing additional 
processing and procedural changes" to reo 
duce the time. 
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Problems with the Administration's State Flexibility Proposals 

Background 

The implementation of state managed care waivers has not been without 
problems. Many states have written poor contracts with managed care companies .. 
Enrollment has been suspended in states as a result of fraud and marketing abuses, 
inadequate provider networks, and other problems which result in low quality care and 
denial of services for beneficiaries. In addition, state managed care programs have 
resulted in severe fmancial hardship for safety net providers, jeopardizing their ability 
to serve the 41 milIion uninsured people in the United States. 

The administration's proposals for "state flexibility" in the Medicaid program 
could actually make these problems worse. AFSCME does not oppose giving more 
flexibility to states, but HHS has a responsibility to set national quality standards, 
protect providers who must continue to serve the 41 million uninsured, and protect the 
Medicaid program from abuse. The waiver approval and oversight process, which was 
hardly ideal, at least allowed for some federal standards and accountability. It also 
allowed stakeholders, including labor unions, who were not always included in the state 
process, to have a voice at the federal level. 

Sp,\ific State Flexibility Proposals That AFSCME Opposes 

1) ;Reduction of "unnecessary personnel requirements": We adamantly oppose any 
: / relaxation of the current requirements for state administration under section 1902 
' . ./ (a)(4). Eligibility determination and other core governmental functions must 

continue t6 be carried mit by employees in a merit-based, public employment 
system. As states have privatized the enrollment of Medicaid beneficiaries in 
managed care, they have experienced serious problems. The GAO reported many 

• of these serious problems to Congress at the end of 1996. Turning over additional 
administrative responsibilities to private, for-profit companies will threaten not only 
the fiscal integrity of the program, but beneficiary rights to privacy, confidentiality, 
due process, etc may also be undermined. 

2) Conversion of managed care 1915(b) waivers to state plan amendments. AFSCME 
believes that this proposal, together with removal of the 75/25 requirement that 
HMOs must meet under 1915(b) waivers, will undermine quality in state managed 
care programs, and eliminate HCFA's ability to track and oversee the dramatic 
changes which occur under Medicaid managed care. Under a 1915(b) waiver, 
participating Medicaid HMOs must have at least 25 % of their membership 
composed of commercial members. Unless and until we can see the quality 
standards that HCFA will propose in the place of these standards, we cannot 
support their removal at this time. The waiver process has allowed important 



stakeholders, such as beneficiary advocates and unions who represent workers in 
the safety net, a voice in shaping state Medicaid managed care programs. Many 
states would have shut these groups out without HCFA's oversight. 

Cuts in Medicaid Disproportionate Share 

AFSCME has already expressed our opposition to the $15 billion in cuts to 
OSH. At a time when the number of uninsured is growing and the new welfare law is 
likely to result in yet more uninsured people, the OSH program should not be cut. 
However, we agree that it needs some reforms. We are working with the National 
Association of Public Hospitals and the AFL-CIO on a proposal to target OSH dollars 
to those true safety net providers who provide the bulk of uncompensated care. Once 
we identify these safety net providers, we want to ensure that they are held harmless by 
any cuts which ultimately are made. We will continue to oppose deep cuts in OSH 
which jeopardize the mission of safety net hospitals. We would expect the Clinton 
administration to work together with the NAPH and us to promote this proposal on 
Capital Hill. 

Per Capita Cap 

AFSCME remains deeply concerned about the potential impact a per capita cap 
may have on the vulnerable Medicaid beneficiaries who depend on the safety.net, 
particularly elderly and disabled beneficiaries. We do not think a per capita cap is 
necessary, as the growth in Medicaid spending has slowed significantly in the last two 
years, and CBO and other forecasts indicate only modest growth over the next few 
years. 

mceflex.doc 3/3/97 
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, 
February 19. 1997 

Danna E. Shalala, Ph.D. 
Seuetary 

BHSC RliCEP't'I:;~ 

United Statsa Oopamnent of Health & Human Services 
200 Independence Avenue, S.W. 
Washington, O. C. 20201 

Re: Texas Integrated Enrcllmenl Services Projee1 

Dear Secretary Shalala: 

141002 

MICHA!L D. /oIc!(\NNEY, lot, D. 
CO ... ISSlON€Jl 

The purposa 01 thIs letter is to respond to correspondence dated January 31, 1997, from Mr. Mark 
Ragan. ·Oirector of the Office of State Systems, Adminbtration for C)'Iildren and Families, to my office 
regarding the review of the State of Texa&' request for approval of the Request for Offers for the Texas 
Integrated Enrollment Services [TIES] project. {Copy attached.] Mr, Ragan advises that tha ACF and 
HCFA c:ol'ltinue to ~eview the RFO and that a fmal decl$ion cannot ba given at this lime. He states that 
discussions were I;Ielng c:onducted at the highest levels within DHHS. 

It ie therefore appropriate to direct my Concerns about tI'Ie approval process to your office and to inform 
you of my office'e plans, beEed on our understandfng of applicable federal regulations, to release the 
TlES Request for Offers [RFO]. 

As you may know. the State of Texas, through this agency and the State Council on Compe1itive 
Government, has ef'!'lbarl<ed on a enaUenging Iniyativa to integrate the ellgibiUty determination and 
client enroUment functions of ssveral public assistance programs, inoludillg Medloaid and cash 
assistance under the Temporary Assistance to Needy Families program. The State's overarching goal 
is to Improve service to recipient& of publ!o assistance by maximizing efficiencies and taking adV'antage 
of technical and business Innovations available thro.ugh the marketplace, The State also has selected . 
this project as a means to enc:ourase public-private competition and, in the proc:ess, stimulate the 
formation of pwblic-private partner.shlpa. 

The Texas Legislature dlree1ed this agency snd lhe Cour'lcil tel determine ·the potential Peneflt~ of 
contracting out these functions and, if this opton was deemed feasible, authorized this agency to 
COntract out tho~ functions. Following an extensive study of the programs to be Included in the project 
ar'ld an assessment by !toe Council, the CounCil determined that there was a compelling business case 
to SL:pport the conll'acting out of eliGibility determir.ation and enrollment functionll. The Council directed 
this agency to prepare and condUct a competltiV'e procurement 10 implament the Council's findings. 

We forst presented the RFC ·fer an integrated enrolime:1t service fer required prior approval to your 
agency and the Department of AgriCUlture in JL.ne of 1996. Following an eXtens;-"e review ane 

" ..... 
t. , ...... ,' • 

I ....... , ....... , ...... ,-.,-.., 
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Secretary Donna E. Shalela 
FebruEiry 19, 1997 
Page 2 

WIse RECEPTION ~CGJ 

CQmment by me federal agencies, we met with agency represenlatives in AuGtin on July 23 24. and 
25. Saeed on the input and direction we received from federal Blatt and others, we resub~itted the 
RFO and Planning APO for the prp~ct tor prior fedenll approval on October 17, 1996. We received 
ad</1owledgmem in a letter from Mr. Joseph F. Costa, Director of the. State Systems Policy Staff for 
ACF,.clatDd October 24, 1997. 

We met once a9ain with federal staff at the offices of \he Food and COn5umer Seivlca In Alexandria on 
November 15, 1S96, where we received additional comments and direction. We received requests'10r 
clarification from DHHS and USDA on November 19th. We submitted informiltion in response to t!'lese 
requests on November 27 and December 13. 1996. Mr. Ragan'. letter Is the most recent 
correspondence we have receiVed from the Oepartment on tnis matter. 

Although your agency has indicated more lime Is needed to make 8 final decision on our request for 
approval, we believe a DHHS ragulation adopted last year authorizes the State of Texas to pnxeed 
with the implementation of the TIES on a prtM&ional basis without the Department's prior approval. 
The regulation, COdified al 4S C.F.R a&cUon 95.61' (d), promises prompt agency action on states~ 
requests for prior approval of Planning APDs, Implementation APOs, RFPs, contracts, and cenain 
contract amendments. Under the new regulation. a slate's request Is automatically deemed to have .
provisionally met the poor approval conditions of Ine regulations if OHIiS has not, within 60 days 
following the &Ita ef the its letter acknowledging receipt of the state's request, provided the staie 
written approvBl, disapproval, or a request for information. 

Based on our undef1ltanding of the purpose and intent of the regulation, we beiiev$ that, due to the 
delay in federal action, the State has provi4lona~y met the prl.or ;approval conditions of OHHS and 
USDA regulations. ' 

In the notice of proposed rula making that appeared In the Federal Register, the Department explained 
that the 'prompt action' regulalion was proposed ir. the intereat of inallasing efficiency and reducing 
federally"mposed burdens on the states. The Dopartmenh avowed intention was to help states 
contain coste bV minlmizlng the delay In' granllng required approvals. The Department acknowledged 
that states which are confident their proposed ADP proJ6CI& satisfy fedenll requirements should not be 
penalized by excessive delay in the Department's approval. See 60 Fed. Reg. 37859 (July 24, 1995). 
On final adoption of the regulation, the Department responded to a comment that the ""gulatlo!' may 
be employed to delay the ;approval of state requests bY offering explicit a5Surance that 'this will not 
happen,' 81 Fed. Reg. 39894, 39896 (July 31, 1996). 

Unfortunately. it appears that this is precisely what has oaurred with the State's request for approval 
of the TIES RFO. Our c:oncem is thaI l!'Ie current an" - II' we interpret your agency's actions correctly - . 
potentially interminable. delay in the appreval of the liES RFO violates th& spirit. if not the letter, of the 
prompt action regulation, Cerlaln that this is not the Department's intention, we believe it is reasonable 
10 interpret the regulation to authorize the State of Texas to proceed 'with the TIES project under the 
provisional approval criteria of the regulation. 

The regulation is silent as to Ihe Department's duty lind a state'e reasonable expectations' In cases 
where rederal approval lakes longer tnan 60 days. It seems clear. though, Ihat tne policy basis for the 
regulation was to bring closure to a process tnat unfairly delays and addS costs :0 proposed stale 
action. The Department's actions imply, however, Ihat it interprets the regulation to permit ·an extension 
of the pe:icd of review for an additional 60 day" upon celivel'! of written notice to Ihe state. This 
appt:ca!lon is plainly at odds with th& Department's iustification fer It;,, nJle. 
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. Sec:retary DonM E. Shalala 
Febl\lary 19. 1997 
Psge3 

If the regulation Is to apply In this instance, we IhllIk the more reasgnable application would be to 
~rmll the Department to receive ~I\ add'ltiorial 60 days to review a state request for approval When it 
either (1) requelltS addltionsl information from the state or (2) receives Information from tile state in 
response to such a request Under this interpretatIon, the Department would be required, within the 60 
days following the request or receipt of Infol11\atlon, to provide the state a written approval, disapproval. 
or request for additional information. Mr. Ragan's letter of January 31, then, would not extend the 
Depanment's revl&w perlod becau68 It did not provide approval. disapproval, or request additional 
Infarmatlon from the Stata. 

AA:;corc!ingly, under this reading of tne prompt review regulation. the Stale of Texas was deemed to 
have provisionally met the prior approval c:onditions·of.regulaUons. at the earliest, on January 18, 1997 
(60 calendar ds)'s following NcvemDer 19. 1996, the dato of the Department's request for more 
Information) ar February 11, 1697, at the latest· (60 days foHewing the State's December 13, 1996, 
submission in response to the November 1 g request). 

Based on this understanding of the regulation. my staff is proceeding with final preparaliol1 of the TIES 
RFO for formal release to the mllr1c&tplace. If we _ Incorrect In our reading of the regulations, we 
beUeve it is the Department's retlponslbllity to so advise and provide the State of Texas informatian 
nec:ellll8ry to fulfill·the prior approval requirement. If we receive no dlrectlon from the Copartment by 
February 28, 1997, we will assume you concur- In our reading of the regulations and we will formally 
lasue the nes RFO. 

We have conducted the dialog ~ith our federal partners in the utmost Qoed faith and in the spirit at 
partnership. We think this commitment Is critical to the ultimate success of the· nES proj6Cl.Aimost 
without exceptlcn, our federal counterparts h~ve been extremely helpful in provloing my staff useful 
advico and direction. Their input has been indispensablo·to ensuring the success of the project. Yet, 
despite these efforts and repeated assurances of a prompt federsl decision. we appear no closer to 
approval than we were nearly nine months ago when we first approached our federal partners. To my 
knowledge, we have responded (or nave attempted to respond) to every request for infonnation and 
darification from federal oversigtrt agencles. We are unaware of any reason why the RFO cannot be 
Issued at this time. Mr. Ragan'& letter diaclases no lingering or lnaurmountable issues regarding the 
project Thus, we are left to speculate whether the delay In approval Is for reasons other thO" the 
adequacy of the RFO and compliance with federal r~uirements. . 

I agree with Mr. Ragan that a project as large and ambitious as TIES deserves careful consideration, 
and we are committed, as your staff are, to ensuring that the needs of our clients and taxpayers' 
interests are protected. However, each month of delay in the release of the RFO cost15 tile taxpayers of 
Texas. To date, the State of Texas has invested apprQ~irnateiy $1.8 mQ!jonin the planning and 
dllvelopment of the TIES project. Additional expenditures will no doubt be necessary to accommodate 
hlrther federal delay. 

More impor:ant, we conservatively estimate that each month of delay in the statewide implementation 
of integrated enrOllment in Texas costs ihe taxpayers of this state at least $10,000,000. The Texas 
Legislature, in authorizir.g this project in 1995. insiNcled my office to direct the savin9s generated by 
integrated enrollment to hind additional health and human services programs. I estimate lhat the 
annuai savings in administrative costs alone generated by TIES (;O\.lld provide health care'coverage an 
additional i50.000 needy Texas children. Thus. the inalliiit{ of 1M federal authoritie:! 10 fulfill Iheir 

q',.., 
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Secretary Donna E. Shalala 
Febnlary 19, 1997 
Page 4 

l!IISC REC£I'TIQN !ill QU5 

rOGpon:sibilltie6 frustrates the Intent of Ine Texas Leaielature and Is bome direc:tly by our agencies' 
diems and the citizens at Texas. . 

I regret that this ac;tion has ~e 08011aaaty, but·it Is my duty to ensL1T8 the intent of the Texa& 
Legislature Is Implemented and the Interests of the people of Texas ara ·advanced. Wa finnly betiev6 
that the nes project Is the riQhl thing for recipients of public: ass/stanco and !he StIlte of Texas, and It 
is long overdl!e. I undel'$tatld our efforts have been amazed by people whose interests may be to 
preserve the stattJs quo. Unlike your staff, these persoOli eitlier havel not taken the time to consult wit!' 
us, have not given us the courtesy of an cpen and honest clScussion of the Issues. or have chosen to 
ignore the cleat' commitments we have made to Improva service to our clientS end give value to ma 
taxpayers. . 

We view tha TieS project as an opportunity to realize President Clinton', vls/on of a nation where the 
important attd critical decisions of government are made closest to the peOple whO&O lives they affect. 
We a1sa share his belief that reGtoring to the ,.tates this responsibility and authar1ty is c:ritic:af to 
refonnlng the welfare system and meeting the c:haUenges of the next century. And we agree with your 
recent remarl<s that "When we target 01/1' resources responsibly and innovatively, when we team up 
with our private and public: partners, and When we act 8S tough. savvy managers, the federal 
goven:tmenl can help lead the way in creating a stronger and healthier neticn - a nation capable of 
meeting challenges both ctd and new" With your help, the State of Texas can foHow a similar path. 

Consequently, I reapectfully ask far your asoistan:e in resolving the apparent Impasse over the 
approval of the Texas Integrated Enrollment servlces Request for Offers. As always, we are prepared 
to supply any Information you or jour stIItf may need to reach a prompt· and correct decision. 

~I/Il;(/ 
Michael O. McKInney, M.D. 
Commissioner 

Attachment 

c: . Govemor George W. Bush 
Lieutenant Governor Bob Bullac:k 
Speaker Pete Laney 
Comptroller John Sharp 

, . , 
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TIES ISSUES: MERIT SYSTEMREQ~ 
AND DEI PGAnoN OF AtTmOlUTY 

In tM co= of Texas' TIES di5CUSSiaaswilh DHHS mdUSDA, fcdar3l agtsrJCY staff 
have tlIised two issues: 

• ~1h .. merit srsr= ~ of~ FoocI S1IiIIIp At;t and the Sacia1 ~ Aa 
applioab1c to a privati=! c1igibi.l.ity .......t lime? 

• Do the merit systeII1 pm'lisious praIn"bit the Slate from c!r:Ic:gating eligibility 
~ fimc;ti0l]S to 1l1»llll1ll:tOl'? 

Teus has l3kcn tht: posjriOQ in those diSCIIssjone tbaI: 

(I) IUI.Ikt lb." TIES pro~ Iha IelCYllllt Texas st!tO 'lgencles ICIain all 
responsibilities f.ar adminj<II:Bfion tha1 ale 9'5ocisted with their clesignations as 
single state agcccics; 

(2) the mitis obligated to CIIISI.Il'II tlIs1 statwdminiW!red porIians of TIES prIIgr.IIDS 

will = a meN systCmofpcmannel ~ That me:dt systRD. bawever, 
is :cot applicAble to DJJ'j privat£ ~arktmce wilh which !he stare eontrIldS to 
adminisu:r otheparts of the digibility dermni'!3ri"ll plOCCS9; 

(3) uotblng in fademl s1:UUI<> or ~prClhibits the state: from cIa\agatiDg cezuin 
eligibility dctcnu";natioa filncriOllS to a a" ih BeteL. .including SCIIK: cen:tfi.ca:tion
re1arcl1imc1ions under the Faad Stamppropm.. 

Texas does net argue Ibsl, morduto CQQIply with fed<:r.al.~, wly !be 
individual "pushing the bIII%Im'to =tifY eligJ."bility must be a ~ merit sys1em_. 
p~ employ=- But rhe fedcml govcmmc:qt has DO basis for mguing th£ other 
CXlIemc, =ly th4t All digOOity 1Unc:t!ons beyond d&IlS i:atake must be pedDancd by 
publie employees.. 

Tc;xas ~ IISkad !he fcderalllll-=:ies zepcattolly to id.c:ulify wbee !lu:y draw tho: line 
betwam public and private employees in the eligibility CCEt1&8don praccu. Pedcnl 
agency smff II> dale lias refi:Jscd fa tltke a positiOl1 Qll.dwt issue. 

The issue ofwbc:thu privata employees CIIIl CCItify c\ll:QI eligibility is a ttd. ~ for 
the following TDa'IO"S· 

CA) The di&ibi1ity determination pnx:ess aud aufQmatiOIlo ~ IIUI roles-Wed 
whiclt.migimizcsthooposs;bo1jtyofpW>W::S!Iprivatecmployccs~ 
.mhrjdlcd disc::u:!i=. 

I'RIk. 2 
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(R) The Slate at all times will rcIBin tl!9pOllSJ."biIity for ~ pmmlIlgalion of FO~ 
rW"" II!Id policy. III alber wards. tho objllCliva critcci& used by slaff and syslCUl/l 
in dtJrmmlnlng dicnt cligibiliIy in all jmtewrs wil1 be dcfio;d by publU: 
emplo~ 

(C) The GraUl \IIill r=in mIJIl approval ami disuppzuwllllllbority over all eligibility 
darteaoingtjopS and !he:ol.!&te, lIOt a priYII!C em!nortnr, WIll be JC:!Ipansib1e far 
assariDg the due praeess rights ofan applic:ants wbcso e1igibiJity q denied 

(I») The stal.<I'oIIiIl main colllrol oVQ" all eligibility ck:fmninmjon fialctions by holding 
the contnu::Ior to acrict peri"nrmm"C' 5faDdardI tbmugll ~ 0YCISisbt of 
con~opoatia"s. 

(E) Whik holding 1he CCIItt8l:UJr strit;tly respoDSiblc for zrsults, 11m state will remaUi 
the party that is accotmbbl .. to dID federal gOVC!Tl!l1C1lf for conq:Jlianre with all 
fedual~ 

~ .. - . "-~'. . - . - - . - _. . .. ". 



From: Kenneth S. Apfel on 02/25/97 01 :02:55 PM 

Record Type: Record 

To: Elena Kagan/OPO/EOP, FORTUNA_O @ A1 @ CO @ LNGTWY 

cc: 
Subject: Outsourcing in Wisconsin 

fyi 
---------------------- Forwarded by Kenneth S. Apfel/OMB/EOP on 02/25/97 01 :02 PM ---------------------------

I Stacy L. Dean 02/25/97 I: 
... --..................... --............... --................ - · .. ·--.. · .. ·· .. ····· ..... ··· ..... ··12:0 1:09'PM" 
Record Type: Record 

To: Kenneth S. Apfel/OMB/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Outsourcing in Wisconsin 

The Wisconsin Secretary of HHS, Jean Rodgers, called USDA today to say that they expect an 
answer on their waiver request this week. Their privatization effort includes Food Stamps and 
Medicaid. HCFA apparently has not raised concerns about outsourcing, but has raised other issues. 
Ms. Rodgers plans to call Kevin Thurm or John Monahan with the same message. 

If Wisconsin does not get an answer they plan to raise the issue to a "higher level". I assume this 
means the White House. Just wanted to give you a heads up. 

Message Copied To: 

Barry White/OMB/EOP 
Keith J. Fontenot/OM B/EOP 
Larry R. Matlack/OMB/EOP 
Margaret A. Murray/OMB/EOP 
Carole Kitti/OMB/EOP 
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THE DEPUlY SECRETI'RY OF HEALTH AND HUMAN SERVICES 
W'ASMINCTO .... D.C. 10201 

Michael O. McKinney, M.D. 
COlIIII1issioner 

FEB 28 1997 

Texas Health and Human Services commission 
P.O. Box 13247 
Austin, Texas 78711 

Dear Commissioner McKinney: 

On behalf of the U.S. Department of Health and Human Services 
[HHS], I am writing in response to your recent letter to 
Secretary Shalala concerning the Request for Offers [RFO] for the 
Texas Integrated Enrollment services [TIES] project. 

This Department and other affected federal agencies are seriously 
and actively considering the TIES project. The proposal presents 
complex and unique issues regarding the proper and effic~ent 
operation of federally funded state public benefit programs. 
Please be assured that we are analyzing the issues raised by TIES 
in a manner designed to provide you as quickly as possible with 
the best available guidance. It is my sincere hope that any 
delay at this point, though regrettable, may save time in 
proceeding with any future implementation. I believe that the 
relationship we have established with you and your staff will 
allow us to continue to work together in partnership to reach a 
final decision regarding your proposal. . 

Based on our analysis, HHS does not believe that, under 45 C.F.R. 
§ 95.6l1Cd), the TIES project may be deemed to have provisionally 
met all applicable prior approval conditions, as you indicated in 
your letter. The TIES project contemplates a restructuring of 
the administrative methods of the included programs that is 
broader than an acquisition of automatic data processing (ADP) 
equipment and services. As a result, the approval that you have 
sought is broader than the prior approval required under 45 
C.F.R. § 95.611. That regulation imposes a prior approval 
requirement on acquisitions of ADP equipment and services, but 
does not address the procedure for approval of administrative 
methods, such as eligibility determination, which.have been 
included in the TIES project. Thus, we do not believe that the 
Department is limited to the scope and time frame of the prior 
approval process described in.45 C.F.R. S 95.611. 

Please let me note two additional points: 

• Even if the prior approval requirement~ at 45 C.F.R. 
§ 95.611 were applicable, this Department met the required 
time frame at 45 C. F •. R. § 95.611 Cd) by providing a written 
request for information on November 19, 1996 (within 60 days 
of the date of the Departmental letter acknowledgin·g receipt 
of the State's request). 
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• Even assuming that the 60-day time frame set forth at 45 
C.F.R. § 95.611(d) were applicable and had expired, the 
automatic deemed approval would be "provisional," i.e., 'it 
would not preclude a later finding by the Department that 
the project is not approvable. The preamble to the final 
rule promulgating this regulation states as follows: 
"states which are confident that their project is in 
compliance would be able, however, to proceed after the 60-
day waiting period has expired without further delay 
awaiting Federal approval. However, if it is subsequently 
determined that the State's project does not·meet Federal 
requirements, appropriate changes will be necessary." 61 
Fed. Reg. 39894, 39896 (July 31, 1996). 

As noted above and in the preamble to the final rule, should the 
state proceed with its plans to release the TIES RFO without our 
approval, it would be doing so at its own risk. We are concerned 
that the State may be required to modify the RFO after it is 
released, further delaying the project and increasing the costs 
to both the State and the potential vendors, or more seriously, 
potentially putting in question Federal financial participation, 

I appreciate your desire to move forward with this project. I 
can assure you that I remain committed to work as expeditiously 
as possible to resolve the remaining issues at the Federal level. 

Sincerely, 

Kevin Thurm 

TOTRL p.e3 
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SOClAL SECURITY ACT-§ 1902(aX4) 1081 

STATE PLANS FOR MEDICAL ASSISTANCE' 

SEC. 1902. [ 42 U .S.C. 1396al (a) A State plan for medical assis
tance must-

(1) provide that it .hall be in effect in all political subdivisions 
of the State, and, if administered by them, be mandatory upon 
them; Sl ,qr v J 'Vt..It ':-'; 

(2) provide for financial participation by the State equal to not 
less than 40 per centum of the non-Federal share of the 
expenditures under the plan with respect to which payments 
under section 1903 are authorized by this title; and, effective 
July 1, 1969, provide for financial participation by the State 
equal to all of such non-Federal share or provide for distribution 
of funds from Federal or State sources, for carrying out the State 
plan, on an equalization or other basis which will assure that the 
lack of adequate funds from local sources will not result in 
lowering the amount, duration, scope, or quality of care and 
services avaHable under the plan; 

(3) provide for granting an opportunity for a fair hearing 
before the State agency to any individual whose claim for 
medical assistance under the plan is denied or is not acted upon 
with reasonable promptness; _ 

(4) provide (A) such methods of administration I (including 
methods relating to the establishment and maintenance of 
personnel standards on a merit basis, except that the Secretary 
shall exercise no authority with respect to the selection, tenure 
of office, and compensation of any individual employed in 
accordance with such methods, and including provision for 
utilization of professional medical personnel in the administra
tion and, where

1
administered locally, supervision of administra

tion of the plan) as are found by the Secretary to be necessary 
for the proper d efficient operation of the plan,' (B) for the 
training and effective use of paid subprofessional staff, with 
particular emphasis on the full-time or part-time employment of 
recipients and other persons of low income, as community 
service aides, in the administration of the plan and for the use of 
nonpaid or partially paid volunteers in a social service volunteer 
program in providing services to applicants and recipients and in 
assisting any advisory committees established by the State 
agency, and (e) that each State or local officer or employee who 
is responsible for the expenditure of substantial amounts of 
funds under the State plan, each individual who formerly was 
such an officer or employee, and each partner of such an officer 
or employee shall be prohibited from committing any act, in 
relation to any activity under the plan, the commission of which, 
in connection with any activity concerning the United States 
Government, by an officer or employee of the United States 
Government, an individual who was such an officer or employee, 

lSee Vol. II, P.L. 93-233. §13(c). with respect to medicaid eligibility for individuals receiving 
mandatory State supplementary payments. 

! 
~ yol. II. P.L. 94-437, §402(c) and (d) with respect to a special fund for Indian Health Service 

aeliltles and §403 with respect to reports. 
197~P.L. 91-648. §208(a)(3XD). transferred to the U.S. Civil Service Commission. effective March 6 • 

1. ~U .powers. functions. and duties of the Secretary under subparagraph (A). Functions of the 
~ml~lon. were transferred to the Diredor of the Office of Personnel Management under §102 of 

rgalllzatton Plan No.2 of 1978 (5 U.S.C. 1101 note). effective January 1. 1979. 

92~5 95-35 

t.., •... 
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or a partner of such an officer or employee is 
section 207 or 208 of title 18, United States Code" 

(5) either provide for the establishment or a~l~i:~d~ii~:~~1 single State agency to administer or to supervis.:, 

~ tifon of the I piS ant ;tor provide ~tor thdme estatblishment or desi(:IIation 
o a smg e a e agency 0 alms er or to supel'Vlse th 
administration of the plan, except that the determination ~ 
eligibility for medical assistance under the plan shall be made ~. 
the State or local agency administering the State plan approved 
under title I or XVI (insofar as it relates to the aged) if the State 
is eligible to participate in the State plan program established 
under tttle XVI, or by the agency or agencies administering the 
supplemental security income program established under title 
XVI or the State plan approved under part A of title IV if the 
State is not eligible to participate in the State plan progrllDl 
established under title XVI; 

(6) provide that the State agency will make such in 
such form and containing such information, as the ~~~i:~;'1 
may from time to time require, and comply with such ~ 
as the Secretary may from time to time find necessary to assure 
the correctness and verification of such reports; 

(7) provide safeguards which restrict the use or disclosure of 
information concerning applicants and recipients to purposes 
directly connected with the administration of the plan; 

(8) provide that all individuals wishing to make application for 
medical assistance under the plan shall have opportunity to do 
so, and that such assistance shall be furnished with reasonable' 
promptness to all eligible individuals; " 

(9) provide-
(A) that the State health agency, or other appropriate 

State medical agency (whichever is utilized by the Secretary, 
for the purpose specified in the first sentence of section 
1864(a)), shall be responsible for establishing and maintain
ing health standards for private or public institutions in 
which recipients of medical assistance under the plan mil.)' 
receive care or services, . -

(B) for the establishment or designation of a State authori
ty or authorities which shall be responsible for establishing 
and maintaining standards, other than those relating to 
health, for such institutions, and ,~, 

(e) that any laboratory services paid for under such plan, 
must be provided by a laboratory which meets the applicable 
requirements of section 1861(eX9) or paragraphs (1~) ",?d .(16) 
of section 1861(s), or, in the case of a laboratory which IS m a 
rural health clinic, of section 1861(aaX2XG); 

----~' ·p.O) provide- , 
",c.' ,'., >C' I (A) for making medical assistance available, including at 

least the care and services listed in paragraphs (1) through 
(5), (17) and (21) of section 1905(a), to- _, , 
--til all individuals-- .1 

\ ·'t\.1, a) who are receiving aid or assistance under any, 
\\'"\~'" ~ plan of the State approved under titl~ I, X, XIV, or! c:::_____ '"'tt:l 

SSee Vol. II. Title 18. :--,8 
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(c) CONFORMING AMENDMENT CONCERNING SPOUSAL 

2 IMPOVERISHMENT .-Section 1924 (a) (5) is amended by inserting "with 

3 a PACE provider contract under section 1933 or" after "any 

4 organization". 

5 (d) REGULATIONS.-The Secretary shall promulgate interim 

6 final regulations effective not later than the first day of the 

7 ninth month beginning after enactment of this Act. 

S (e) REPEAL OF CURRENT PACE PROGRAM WAIVERS.-Effective as of 

9 September 30 of the first fiscal year beginning after the 

10 effective date of interim final regulations promulgated pursuant 

11 to subsection (d), the following provisions of law are repealed: 

12 (1) Section 603(c) of the Social Security Amendments of 

1983 (Public Law 98-21); 

14 (2) Section 9220 of the Consolidated Omnibus Budget 

15 Reconciliation Act of 1985 (Public Law 99-272); 

16 (3) Section 94l2(b) of the Omnibus Budget 

17 Reconciliation Act of 1986 (Public Law 99-509); and 

18 (4) Section 4744 of the Omnibus Budget Reconciliation 

19 Act of 1990 (Public Law 101-508). 

20 PART 6-STATE PLAN ADMINISTRATION 

21 SEC. 11561. ELIMINATION OF PERSONNEL REQUIREMENTS. 

22 

23 

Section 1902(a) (4) is amended-

(A) in subparagraph (A), to read as follows: 



2 

3 

4 

5 

6 

110-65 

"(A) provide methods of administration the Secretary 

finds to be necessary for the proper and efficient operation 

of the plan;"; 

(B) by striking subparagraph (B); and 

(e) by redesignating subparagraph (e) as subparagraph 

(B) • 

7 SEC. 11562. ELIMINATION OF DUPLICATIVE INSPECTION OF CARE 

8 

9 

10 

11 

12 

REQUIREMENTS FOR ICFs/MR ANI> MENTAL HOSPITALS. 

(a) MENTAL HOSPITALS.-Section 1902(a) (26) is amended

(1) by striking "provide-

(A) with respect to each patient" and inserting 

"provide, with respect to each patient"; 

(2) by moving the balance of the subparagraph two ems 

14 to the left; and 

15 (3) by striking subparagraphs (B) and (e). 

16 (b) ICFs/MR.-Section 1902 (a) (31) is amended-

17 (1) by striking "provide-

18 (A) with respect to each patient" and inserting 

19 "provide, with respect to each patient"; 

20 (2) by moving the balance of the subparagraph two ems 

21 to the left; and 

22 (3) by striking subparagraphs (B) and (C). 

23 SEC. 11563. PUBLIC PROCESS FOR DEVELOPING STATE PLAN AMENDMENTS. 
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STATE PLANS FOR MEDICAL ASSISTANCE' 

SEC. 1902. [42 U.S.C. 1396a1 (a) A State plan for medical assis
tance must-

(1) provide that it shall be in effect in all political subdivisions 
of the State, and, if administered by them, be mandatory upon 
them; Sl"T1v l 'ri.<l~s.) 

(2) provide for financial participation by the State equal to not 
less than 40 per centum of the non-Federal share of the 
expenditures under the plan with respect to which payments 
under section 1903 are authorized by this title; and, effective 
July 1, 1969, provide for financial participation by the State 
equal to all of such non-Federal share or provide for distribution 
of funds from Federal or State sources, for carrying out the State 
plan, on an equalization or other basis which will assure that the 
lack of adequate funds from local sources will not result in 
lowering the amount, duration, scope, or quality of care and 
services available under the plan; 

(3) provide for granting an opportunity for a fair hearing 
before the State agency to any individual whose claim for 
medical assistance under the plan is denied or is not acted upon 
with reasonable pr~Jl!ness; 

(4) provide (A)f~ e.-methods of administration (ineiud:ing 
n;etll"d~ I elatiRg to the establishment and maillteR31>Ge of 
pl!lsonne] standards en a merit Basis, except that the Seeletary 
shall 8x8Truse nQ authorjty wjth reSJ)eet to Ute SelectIOn, tenure 
ot:.. effiee, and eampensation of any.. jndividual employed in 
aoesP6anee "t4th such luethods, and lncluding Pf"'G,rjsjon for 
~tilizatieR sf pIofess!OI.tal Iiledical per soBAel. i~ the aElm~n~stra-

, '.~ 
ti-elt of the plait) as are found-by the Secretar ". 
for the proper and efficient operation of the plan\:·~~~""~ 
trainiBg aDd effeeti'l€ use of paid sueprefessi8Bal staff, ",nth 
particular empbasis on the full_time or part til HE employment of 
recifjients and other perS9RS 6£ low income, as communlty 
senricQ aides, in the administration of the FlaB and fm the use of 
nonpajd or partially paid vo),mteers in a soeial SCI 9 ice voluIiteer 
program in proyjding services to applieants and recipients and-in
assisting an:; advisory committees established b~ tIle State 
agel>Gy~and (e:f>that each State or local officer or employee who 
is responsible for the expenditure of substantial amounts of 
funds under the State plan, each individual who formerly was 
such an officer or employee, and each partner of such an officer 
or employee shall be prohibited from committing any act, in 
relation to any activity under the plan, the commission of which, 
in connection with any activity concerning the United States 
Government, by an officer or employee of the United States 
Government, an individual who was such an officer or employee, 

with respect to medicaid eligibility for individuals re<:eiving 
~ta~" ''"Rpl.',:e'~:~)J pay~~~~. 

92-665 95 - 35 



1082 SOCIAL SECURITY ACI'-§ 1902(aXSl 

or a partner of such an officer or employee is prohibited by 
section 207 or 208 of title 18, United States Code'; 

--JI> (5) either provide for the establishment or designation of a 
single State agency to administer or to supervise the administra
tion of the plan/On provide for the estahlishment or desIgnatIOn 
iil'Ii single Stat( agency to administer or to supervise the 
administration of the plan, except that the determination of 
eligibility for medical assistance under the plan shall be made by 
the State or local agency administering the State plan approved 
under title I or XVI (insofar as it relates to the aged) if the State 
is eligible to participate in the State plan program established 
under title XVI, or by the agency or agencies administering the 
supplemental security income program established under title 
XVI or the State plan approved under part A of title IV if the 
State is not eligible to participate in the State plan program 
established under title XVI; 

(6) provide that the State agency will make such reports, in 
such form and containing such information, as the Secretary 
may from time to time require, and comply with such provisions 
as the Secretary may from time to time find necessary to assure 
the correctness and verification of such reports; 

(7) provide safeguards which restrict the use or disclosure of 
information concerning applicants and recipients to purposes 
directly connected with the administration of the plan; 

(8) provide that all individuals wishing to make application for 
medical assistance under the plan shall have opportunity to do 
so, and that such assistance shall be furnished with reasonable 
promptness to all eligible individuals; 

(9) provide-
(A) that the State health agency, or other appropriate 

State medical agency (whichever is utilized by the Secretary 
for the purpose specified in the first sentence of section 
1864(a)), 'shall be responsible for establishing and maintain
ing health standards for private or public institutions in 
which recipients of medical assistance under the plan may 
receive care or services, 

(B) for the establishment or designation of a State authori
ty or authorities which shall be responsible for establishing 
and maintaining standards, other than those relating to 
health, for such institutions, and 

(e) that any laboratory services paid for under such plan 
must be provided by a laboratory which meets the applicable 
requirements of secti'.'n 1861(eX9) or paragraphs (1~) ~d ,(16) 
of section 1861(s), or, III the case of a laboratory willch IS m II: 
rural health clinic, of section 186I(aaX2XG); '. 

'~/' 10) prOvide- , .'. 
",>-' c,- ",' (A) for making medical assist.ance available, including at 

least the care and services listed in paragraphs (1) thr<.>~. 
(5), (17) and (21) of section 1905(a), to- .:~-' • .' 
-(j) all individuals-.:' " 

,,~"1. (I) who are receiving aid or assistance under ~ 
~'il~" II plan of the State approved under titl~ I, X, XIV; ~. 

'- .......... ";I~.:.· 
'See Vol. II, Title 18. . ;~I~,.:. ~~1 
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or a partner oC an officer or employee is probibited by t?' 
section 2fYT or ,title 18, United States Code'; ] _ 

single mate administer or to 8U~ the adminiatra· 

\ 

\ 
(5) either for the establishment or designation of a ~;'-

~ I :'r":. ."ho r: .... _"~~r~:~~a'~: 1 
~ under Qtle or the agency or '·~~~~=~5~~~~ I supplemental income p~ 

XvI or the State plan approved under part A of 
State is not eligitile to participate in the State 
established under title XVI; 

~
' (6) provide til..t the ,:;;ate agency will, 0 make SIlch reJIQrta. in 
aw.b r-m and CD"";"'"B ....m infonnatioa. as tho' 4:sA.izy 
ma,y Cram time to time ralaire, aDd ClllliPIY wtIh aach pnvIaioDa 
ali the Sec%etaI'y may frmD time to tiDie'liDd ilec' Joy to aaure 
the correcblees and ftrificatioD. or each reports; 

(7) provide IIIIf'I:gua%da which I'eI!Itrki t&e u8e or cti .. ,_ of 
inCOl'ID.atioD. COIlcemillg ~ta md reciedenta tD pal ~ : 
directly connected with the itdmiaistratiOD or the pIan; 

(8) provide that all individuals wisbinJz to make alll)licatioo for 
medic:Bl assistance ,under the plan shall have opportunity to do 
80, and that such aasjetance shall be furnished with reasonable 
promptness to all eligible individuals; , 

(9) provid_ 
(A) that the State health agency, or other ~= 

State medical apl!CY (whichever is utilized by the 
Cor the Purpollll 'specified in the first aentenc:e or aeetlOIl 1I!6C(a», Shall be responsible ror establishing and malataln., 
ing health stel\cIardS for private or public inat:ml1i0ll8 in 
wliich recipients of medical usjetan 4)8 under the plan may 
receive eare Dr aemeea. 

CD) for the establiabment or deaisnat:lou or a State authori· 
ty or authorities which shall be respollllible for establishing 
end mailItai ain, standards, other than thoa relating to 
health for .... ch institutOcma, aDd 

(C) ibt BDylaboraton services paid for under sacb. plan 
must be provided by a laboratory which meeta the appIiCBble 
requirements of aect:ion 186l(eX9) or paragraphs (15) Ud (16) 
of section 11!liUs), or, in the C8III! at: a laboratory wbkh is In a 
rura1 health clinic, of sectiOn 1861CaaX2XG); 
(lOI~ , 

(A) fOT making mediad RlIIUtmlee evail.ahle. iDelwting at 
least the care anellE!rVicee Ii8tecl in parqraphe (1) throQgh 
(5), (17) anel (21) of ~n 19OIi(a), to--

6) all illdiYldaaJ.-
(J) who are recehiDg aid Or - .. ·0 .... wader IIDJ' 

plan of die State apptuied under tiile I. X, XIV, or 
'800 Valo 0.1Il10 II. 
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The proposed change in Section 1902(a)( 4) does not undercut the Department's ability to prevent 
Slates from cxmtracting out complete functions (e.g., eligibility). The Depanment's authority is 
retained by keeping CUfTcnt language providing tor methods of administration that « •.. the 
Secretary finds to be necessary for the proper and efficient operation of the plan." (Attac:hment 
A) 

designation ofa sins/e State agency to administer ur Slipervise administration of the plan, 
In addition, Section ]902(aXS) states that the State ~~vide for the establishment or 

'" _ except that the detenniDati.on of eligibility for medical . 'oCe under the plan shall be made by 
~tlie ~~or local. apwy ... " This rfquires that the State cannot delegate i~ authority to a private 

eDEity. (Atta~~). 

AItho\l:ghthe I'rQP5Jsed change in Section 1902(a)(4) docs not legally afl'ect the Secretary's 
authority, itcouId appear that we're taking away Federal review of Slate's decisions on personnel 
standards. ThUs we have suggested adding a new parenthetical that makes it clearer that we are 
not trying to interfere with States in this manner -- only remove "micromanagement requirements. 
The n/Wi pMe\ltI!etic;al is "(mcluding personnel requirements)." 

c0'd l.SSS9St>6 01 



Emily Bromberg 
03/20/9711 :22:12 AM 

Record Type: Record 

To: Elena Kagan/OPD/EOP, Diana FortunalOPD/EOP 

cc: Bruce N. Reed/OPD/EOP 
Subject: privatization 

FYI, the Governors Chiles folks are telling us that the FLA state legislature wants to privatize a la 
Texas. Chiles does not want to, and HHS is talking to his staff. 



I Stacy l. Dean 03119/971, 

Record Type: Record 

To: Kenneth S. Apfel/OMB/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Texas Proposal 

I'm picking up one of USDA's numbered copies of the Texas proposal tomorrow. I will have to sign 
a document attesting to my ability to protect it -- under the procurement procedures. Since I trust 
you all, you may feel free to come over here and read it at any time. I'm afraid that I won't be able 
to copy it for you though. Also, you won't be able to discuss its contents with anyone outside of 
the White House, USDA, HHS or OPM. 

Message Copied To: 

Barry White/OMB/EOP 
Keith J. FontenotlOMB/EOP 
Larry R. Matlack/OMB/EOP 
Emil E. Parker/OPD/EOP 
Cynthia A. Rice/OPD/EOP 
Diana FortunalOPD/EOP 
Elena Kagan/OPD/EOP 
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Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: Melissa Green/OPD/EOP, Jill M. PizzutoIOMB/EOP, Marjorie TarmeyIWHO/EOP 
Subject: Welfare Privatization Meeting 

The list of participants for tomorrow's 2:00 p.m. meeting: 

Gerald Shea, AFL-CIO 
Marc Baldwin, AFL-CIO 
Debbie Goldman, CWA 
Lee Saunders, AFSCME 
Marie Monrad, AFSCME 
Carol Golubock, SEIU 
John Howley, SEIU 

Message Sent To: 

Gene B. Sperling/OPD/EOP 
Elena Kagan/OPD/EOP 
Kenneth S. ApfeliOMB/EOP 
Maria EchavesteIWHO/EOP 
Cynthia A. Rice/OPD/EOP 
Diana Fortuna/OPD/EOP 



Record Type: Record 

To: Elena Kagan/OPD/EOP, Kenneth S. Apfel/OMB/EOP, Emily Bromberg/WHO/EOP 

cc: Keith J. Fontenot/OMB/EOP, Stacy L. Dean/OMB/EOP, Jeffrey A. Farkas/OMB/EOP 
Subject: Conversation w/Cong. Stenholm's staffer on privatization/out·sourcing 

I talked to Ed of Congo Stenholm's office to ask if they had looked into the employee end of things 
on the Texas proposal. He didn't have much at all in the way of detail on types of employees or 
functions, so I suspect Comptroller Sharp's office would be a better source. (I seem to recall that 
someone was going to reach out to Sharp's office .... ) 

He again indicated that he believes the state is open to middle ground solutions. 

Here's what he did know: 

There are currently 15,000 employees involved in "processing." The state's assumption is that, 
even in absence of contracting out, the process of moving to the new computerization and 
integrated enrollment would probably lead to about 1/3 attrition, i.e., going down to 1 0,000 
employees. 

He says that their expectation is that the new consortia will hire some significant portion of the 
public workforce. The RFO does require the various bids to address the issue of whether they a 
going to keep on current workforce, find other employment for them, etc. 

They are assuming that the federal government still has approval over the final contract, and so we 
would know how employees are being treated before the contracts are final. He said that that 
would be the point when we could "try to work something out". (Sounds like he means make sure 
they have some job, if not necessarily in the same union or any union. I assume that if contractors 
hire these folks, they are certainly no longer in the same union, if any union at all.) 



CHARLES W. STENHOLM 
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Fecruary 24. 1997 

The Honorable Franklin Raines 
Director' 
Office of Management and Budget 
Old Executive Office Building 
Washington, D.C. 20500 

Dear Frank: 

DlsmlCT OFRces; 
.,.0, DQ. l:ill 

sv ......... o • .::. TX n561 
!;1i1'7~~;Jen 

r .... t"I'1~ nl--2Hl:t 
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,!)I'lt I!U\-'"'' 
• .u, ~11'5166a-Z'9" 

I am -.:riting on behalf ef my constituents in the 17th District and 
the State of Texas to request your prompt attention to Texas' 
request for approval of the Request for Offers for the Texas 
Integrated Enrollment System (TIES). This request has been per.ding 
for several months and has reached a critical point: for a decisicn. 

When the )oIelfare reform debate bsgan in earnest: in 1995, I .set up 
welfare task forces in my district and asked them to put: together 
their recommendations on how to structure the loIe1fa~e delivery 
system. The number one recommeqdationof the task force was chat 
the applicatio" process be streamlined and simplified across various 
mea.ns-t.ested programs. The task force concluded that: streamlining 
t:he application process would provide better service to needy 
individuals and would use scarce resources mor's efficiently. ! was 
therefore pleased that the Texas legislature directed the Texas 
Human Services Commission to deoJalop an integrated enrollment eystem 
as part of the state's welfare reform plano ! have been even more 
pleased that the Commission has taken this direct-ion' very seriously 
and developed an integrated enrollment proposal very consistent with 
the goals outlined by the weltare task force I established. 

I am enclosing a copy of a letter that Dr. Mike McKinney, 
CommiSSioner of the Texas Huma:l Services Commission, sent to 
Secretary Donna Shalala on February 19 informing the Department of 
Health and H~man Services of his intention to proceed with the 
r~lease of the TIES Request for Offers. The CommiSSion is 
proceeding under the authority of HHS regulations that deem req·.J.ests 
to be approved if the Department dees not provide the state with 
approval, disapproval or a written request for more information 
within 60 days. 

Whila I share Or. McKinne~" s disappointment that the Commission has 
found it necessary to proceed without formal approval from EES or 
USDA, I believe that the Commission has bean extremely pa"tieni: . 
throughout the approval process aed has ample legal and sW:;star..,ive 
justification to proceed with the program at eM.s point. The .. Texas 
Human services Commission has been developing the T:i:E:S ac che 
diroaction cf t::te Texas legisla::'.1re since ':;une of 1995 .. '!'he init.ial 
RFO was preser.~ed to HHS and USDA in June of 1996. Sin~c tha~ time. 
s~at.e offic.i.~~$ have wcrked exte:lsively ..... ~~h the admi.r..:s==:i::icn to 
:'r:f ine ar..d imc:'Q"'~~ :he propos3.i and have r.-esponoe-:! =.0 seve::al 
~!~'~;P;"'!-'LB ::~! ~:;f--:'':·;7'~t;.i.-:)n .. Fl.:r~n(~!:' d~la)' !"'~.sk!J ji:Gpa!.·-=iz:":1q 7~h~-~ 
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success of the Texae welfare reform initiative, which anticipated 
implementation of t.he T:':ES. The timing is especially critical 
because the ~exas legislature will only be in session for a few 
months. Dr. McKinney and his staff need to begin to ~ork with the 
legislature very soon if any changes need to be made to the TIES 
that need legislative approval, or if the welfare reform legislation 
needs to be !Tooci f ioae. to adj ust to the absence of the TIES. 

I have worked with Dr. McKinney in seeking fec.eral "approval of the 
TIES a:ld several other issues, most notai:.ly approval of a waiver for 
the Texas welfare reform plan in 1995. In all of these instances. I 
have found Dr. MCKinney to be extremely reasonable and willing to 
make accommodations to address administration concerns. Dr. 
McKinney remains wil:ing to work with the administration to resolve 
any prob!ems preventing federal approval of the TIES. I am willir,g 
to work with you,D::. McKinney, Governor Bush and other st:a'::e and 
ad:ninistration officials to foster a constr .... ct.!.ve dialogue that can 1 
lead to prompt: resolution of this matter. If the administration 
determines thae legislation is necessary to allow approval of the 
TIES, I will work in my capacity as Ranking Member of the House 
Committee on Agriculture to pursue such legislation. and celieve 
that there wculd be bipartisan support for such an effort. ! hope 
that. the cooperatton between the State of Texas. my office and the 
administration that led to the approval of the Texas welfare waiver 
under terms that were accepcable to all parties can serve as a model 
for dealing with this issue. 

Thank you ir:. advance for ycur attention to this matter. I look 
forward to working with both the'State of Texas and the 
Administration to see that ·.,e continue to make progress toward final 
implementation of the Texas Integrated Enrollment System, Please 
feel free to contact me if I can be of assistance, With kind 
regards. I remain 

CWS;esl 
Enclosure 
co: Governor George B'..lsh 

Sincerely yours, 

Charles W. Stenholm 
Member of Congress 

Lieutenant Governor Sob Bullock 
Dr. Mike McKinney 
Bruce Reed 
Ken Apfel 
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PRIV A Tli..A TION OF THE FOOD STAMP PROGRAM 

lSSlTES REQUIRING DECISION 

To what elClent should Ihe States be permitted to transfer eenitication responsib~tjes 
to the private sector through competitively bid contracts and 10 what elCtent should the 
Merit System of Personnel Administration provisions be waived to allow States to 
enter into contract agroumonts? 

BACKGROUND 

There is increasing interest among the State wdfare agencies in transferring the 
admini&tration of public assistance prograrns 10 the private sector through 
competitively bid contracts. This interest stems, in part Ilom the efforts of the Feder~ 
and State governments to te~t new methods to Improve program services and to / 
increase self-sufficiency amonlt program recipients. 

Contractins or priv:lt~n& eortllin functions oflhc Food Stamp Program is not nc)'l. 
huny States have contracts with privates agencies to pro.ide Food Stamp 
:Employment and Training services and all States that have implemented an Electronic 
Benefit Transfer (EBT) system have 8 contract agreement with a private entity 

WhIU i& new is the possibility of contracting with private entities La I'"I[UIIII run~liuns 

that have historically been the responsibility of the public sector, such as conducting 
the required tood stamp interview and determining the food stamp eligibility and 
benefit level. Such proposals would require a WlliVElf of enrrent statutory and I 
regulatory provisions related to the Merit System of Per so Mel Administration as 
required under section I I (e)(6) of !he Food SLlOlilp ACI of 1977, as amended. 

CURRENT PROPOSALS REQUIRING DECISIONS ABODT THE MERIT SYSTEM 
OF PERSONNEL ADMINISTRATTON 

Tea, Integrated Enrpllment S.stem (IlEal 

Tl.ES is s privatization initiative ofthe Texas Health and Human Senices Conunission 
(HHSC) and the Texas Council on Competitive Vovrmment (CCG) in suppOrt of a 
State law enacted in 1995. Under TIES, the cenification and eligibility determinations 
for most pUblic AssistWlce PIOS! asllS, including [fie Food Stamp, Special Supplemental 
Nutrition Program for Women, Infants and Children (WIC), T ANE end Medicaid.: 
programs, would be contracted to the private and/or public sectors through . 
competitive bids. The TIES I'roposRI would require a waiver of the merit sy~tcm. 
prOVISIOn, unaer the Food Stamp Act. The Federal agencies and the State of Texas 
have been negotiating the CQuuiLions for releasing a Request for Offers (fliU) for' 

: .. 
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TIES since May, 1996. WIth the exception of a final decision about the merit system 
provisions contained in the RFO, all other issues have been resolved, 

TeltQC is expecting linal approv,,1 of Ihe RFO in JAnUAry 10 be able 10 releAse Ihe 
RFO by the end of tbe mOllth. Two consortia ha\'e been developed with the 

,; "'--intention of bidding on Lhe RFO. One consortium is composed of the Texas 
M L Workforce Commission, International Business Machines Corporation and Lockheed 

I 
Martin Corporation, The other consortium consists of the Texas Department of 

t.T~ . Human Servieas, Electronic D.t4 S)'81cms CorporAtion Q/ld the Unitr. Corporation, 
~ - 7 Arthur Anderson has also indicated 8JI interest in the proposal but has not aUgned itself (f'(\ ~, with a Sute agency .. 

Wisconsin Works M-2l , 
I 

Under the W-2 proposal, the State would contract on a compc:titive basis with 8, 
ublic or private agency tor certification actions such as gathering client eligibility 

i ormation. cCilducting eligibility interviews and da;a input. The State, presuming 
Depanmental approval of its waiver request of the merit system requirements, released 
its Request for Proposals (RFI'). The State ispeDdlng any furtber aClioll UII du, ~ 
RFP process uDtil itll receives Federal approval to waive the Food Stamp Merit "JYIl!..A 
System provlsloni. vn-

I). "'l 

PUBLIC RESPONSE 

The Department has received numerous letters from employee unions about the TIES 
proposal, including the American Federation of Labor and Congress ofIndustrial 
Orianizations (AFLClO), the America.n FMl'.rarion of State, County, and Municipal 
Ernployees (AFSCME) and the Service Employees International Union. The unions 
~ssert .that a waiver of the merit ~y~h:l!I would re~ult in a.decllne of client services, 
U1cludlng access to prpgram benefits and ctient coiifidentlalit . The Department ' 
receIve ovor. e en om emp oyees III isconsin Objecting to the W-2 project, 

WAIVERAUTHORlTYTO CONDUCT DEMONSTRATION PROJECTS 

The Food Stamp and Social Security Acts provide the Departments with the Bllmority 

"I.>v' \ ' 

to waive most statutory requirements to allow the States to condua cemonstration 
projects, Hnwever, bl'(,Jltl5e authority for the Merit Sy'tem of Personnel MQrllIgcmcnt 
was transferred from the Departments to the Office of Personnel Management (OPM) 
under th.: LIIC:I!!Uvmunental Personnel Act of 1970, the Departments would need to 11-
obtain concurrence from OPM nor to approving any demonstration project that ~ (' '''i'''""'-
would waive the em ystern of ersonnel anagement. 
~ , 

2 
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OPTIONS 

Approve Waiver of Merit S),sre";' orPersonnei Administration.· Approval of rms 
and the W-2 would require use of the Department's demonstration authoritx and the· 
necessary approval of [he Merit System afPersoMel .... dministration from OPM. rh~ 
Department's waiver authority for demonstrations is intended to test innovations and is 
nOT intended to approve 10 ·term 0 erational alternatives such as those proposed by 
TeKBS WiBcon~in. Approval mIne waiver mo.)' te~ult in IIdditionul objections from 
employees unions and advocacy groups but would be supported by States, the National 
Govemors Association and private corporations Which have tormed alliances with public 
aaencies to respond to the RFO. 

Deoy Waiver or Merit Systan of Pc"onftcl Administration. Dcni~ of the rms ancl 
W-2 projcct would seriously disrupt the progress the Federal and State agencies have 
made on the. proposals The Fecera! agencies would receive serious objections from the 
State and private corporations. Also. a denial may be viewed as inconsistent with the 
Administration's support for allowing tne private sector tOib~.!IlQfe involved in the . 

( Ilomirustrlltion of public /l3slstllncc program.. However, It IS ,mponllnt to no:c that : 
'\ during tile recent debate on welfare refoon lejislation Congressional Conferees reinsiaied 
/ the merit system prOvisions in the Food Stamp ACt that a previous Senate bill had deleted. 

G 
L Redefice Certification. The Food Stiunp Act requires eenification to be completed by ) 

merit system employees. Certification i!> 1101 cJCWII,tl ill ciUn,r Lhe A.ct or program .-.! 
regulations. Current r~ations provide that the reqUired interview be conducted by merit 
syrtem employees. The Department prefers this inteI1'r'etation'[which is supported by the 
legislative hiJOtory to the 4"1) bilT Statl'8 want to reinterpret the law 50 tha! co",l?liance 
could be achieved through the autcmated processing of dataoY!ioiTijiuters which are . 
I'fOSfiIJlulI'i:UUllller -Stai"agency direction to make eligibiliTy and benefit decislo·ns. A J 
middle ground could preserve more merit system in.olvement in a complex eligibility: . 
determina.tion process that requires judgment. FCS could require merit system revie~ of 
applicatinn~ ~nt1 interview r~.sult' before benefits were determined (a process compa.rable 
to the supervisory reviews currently used by many St8!e agencies). The Department I 

believes it woulu U~ imprudllnl to etimlnate the interview from merit employees on a 
statewide basis without further ~:-- - ~ ~ -I"vz,;f! 

Approv~ small·SCIII. demonstration prQjects. The Deyartment supportS priv8!ization 
initiativel that may result in improved services andlor administrative costs savings. 
However, we have concerns about statewide initiatives that have not been proven to be 
effective any may seriously affect program access to low-income households. Fer 
instance, TIES is a Statewide initiative in i State that issues 8IlnualJy approximately 10 
percent of food stamp ,enefiu issued nationwide. A demonstrlltion limited to II small' 
number of counties may be supportable by the advocacy groups. Private corporations 
m!yobject or lose Interest In small-scale demonstration projects. It is unclear how the 
unions and other Stales would reacl to such a compromise. C os-f III nr 1/ /t 611 

3 
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Food Stamp, Medicaid, and }mployment Servia: Privatization 

The app\.i.c;able section of law govemin€, medicaid. administration (42 USC 
§1396a(a)(4)(A» aumorizes the Secretary to require 'the establishlIJ~t of personnel standards 
on a merit basis .•• as are found by the Secretary 10 be Iltn"s sary for the proper and efficient - >"2.J~ 
operation of the plan ... • This I.3nguage connotes OiSClcion and may be the source of agency] 1W:.r .... ~_ 
claims that the merit system requirement is waivable. For e.umple, the Secreta!)' may find that '" T ~ 
merit personnel standards are not n~sary for 'proper operation. • On the other hand, the 1"-' t I 

Secretary clearly has the discretion to require merit standards. More importantly, the CAl. 
SecretaI")"S authority under these seCtions was expressly trallSferred to the Director oi OPM in 'k''1 ~~V\. 
1979. The IPA at 42 USC §4i28 states that OPM has "all functions, powers, a:ld duties" 0 
conferred 011 the Secretary in the abo .... e referenced section of Law. Therefore, the Secretary of 
KHS does not have authority to waive merit mndardS; that BlIthority resides with OPM. 

OPM's lPA implementing regulations (5 CPR Part 900, Subpart F) ·apply to those State J L, ""'~ 
and local governments that are required to open1te merit personnel systems as a condition of we !A. L 
eligibility for Federal assistance or participation in an intergovernmental progxam.." (§900.602) V't M,/,;",,,~ . 
Although the ulations do not expressly state that riva1e sectOr 0 . • ons cannot 
consicleT.cd to have ment personn systems. there is a veri strong implication to that 
effect. Appendix A to Subpart F of the OPM regulation lists tho programs that -have a statutory 1 
requirement for the establishment and maintenance of penonnel Standards on a merit basis.· 
Food.SlBmps, medicaid and Employment Security (Unemployment Insurance and Employment \ 
Sm-ices) are expressly listed as programs subject to a requirem::nt for a merit system. 

The language in the Food Stamp Act is stronger than the =edicaid law regarding the 
requirement for meritpersoMel s!3.!ldards (i USC §2020 (e)(6)(b», The Food Stamps Act law 
states that ·the State agency personnel utilized in tmdertaking such [Food Stamp e!igl.'bility} 
certification shall. be employed in accordance ... 1th the cunent standards for a Merit Sysrmn of 
Personnel Administration or My Sl3ndards later prescn'bed by the ,Director of the Office of 
Personnel Management pursuant to section 4728 of Title 42 ... ·, The IPA also transferred 
USDA'S authority regardln.g meritpe.rsonnel systems to OPM ... : 

For the above reasons, merit based &tandards are a non-waivable bar to privatiz;ation. 
Although the HHS Secret2ry may have had authority to .... aive the standards prior to the revisioc 
of the Il'A in 1979. sbe does flot have such authority now. Only OPM C8.\l change its own 
regulations and they must go through a notict: and comment period in acCordance with the 
Administrative Procedures Act (AP A) prior to doing so. The AP A requires that agency 
regt1lations not be changed arbitrarily. 
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OPM's AUTHORITY lJl\'"DER THE INTER-GOVER.Nl\mNTAL PERSO~"EL ACf 

42 USC §4728 delegateS the power of the Secretaries of Labor, Agriculture, and HHS 
to require the eslahIishment of ~nne1 standards on a merit basis to the U. S. Office of 
Penonnel Management. 

The statutory references to §4728(a) that are relevant to our discussion are to the 
following: 

• 4728(a)(1); "2019(e)(2) of Title 7" is a refi::re:l~ to the Food Stamp Law prior 
to 1977 amendment!. The provisions formerly contained in 2019(e)(2) a.-e now 

• covered by § 2020(e)(6) ofTitle 7. ' 
" 

• 4728(a)(2)(A): "the Act of Iune 6. 1933, as amended (29 USC 49)' is the 
Wagner-Peyser Act governing employment se:vices; and 

• 472S{a)(3) (D): "1396a(a)(4)(A) of this title" is the fedora! statute authorizin, 
Medicaid 

Appendix A to th~ iUlpl~=ting OPM regulalio:'LS ex~y state tha! the Food Stamp, 
Employment Service, and Medicaid Programs "have a stzmtory requirement for the 
establishmellt and maintenance of personnel standards on a merit basis. • 

1,-, 
r,...-, 
I • I 

c;:-- \ , 
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eb. 6% PERSO~"sEL ADMLt..:lSTRATION 

§ 4727. Interstate t:ompaets 

42 §4728 

'!he consent of the Congress is hereby given to any two or more 
States to enter imo compacB or other agreements. not in conflict 
With any law of the United States. for coope!"3.tive effortS and mutual 
aSsistance (including the est.a.blishme~t of appropriate agencies) in 
CollIlection ",-ith the de\'elopm~nt ana admin'stratio:l of personnel 
alia tnining programs for e~ployees and offiCials of State and local 
governments. 
~(Pub:L. 91--648. Ti:le 11. § 207. Jan. 3, 1971, 84 S~t. 1915.) 
;r.':: .. 

HlS:rORIC..u. .~"I!D STATIJTORY NOnS 

,.rlllllI1 NoU", and LegiSlative ~eports 
House Re;>ol't So. 91-l73!. 

.......... . "".~.'~ 

U.S: Code CO:l/:. and Ad.:n. 
5S79. 

UB!~ARY REFERENCES 

~iirSiam Digut S~"'Ir.'" 
~l~mplacts and .. t:reements bet"'eell sa.w i~. gene:-al. see S:...teS <&=>6. 

j~=~: lind a~ments :'e:-.,·oen st:ues in gelle:-a.i. see C.l.S. St.a1:es §§ 3 L 32, 
143. 

WESTLAW ELECTRONIC RESEARCH 

cases: 360k(a:id key :l1lr.lber}. 
WESTUW guide' foilowe lhe Expi~ation pages of th!s "olwn". 

Traosfcr of functiom; 

~1':I:es<:ri~ltic.n of personnel standards 011 a merit basis 

, ,are hereby tranSferred to the Office all functions. powers, 
of- /~ 

) the Secretary of Agriculture ~section 2019(e)(2) of 
7; . 

the Secreta.ry of l..Qbor under-

.;: (A) the Act of J=e 6. 1933, as amended (29 U.S.C. 49 et 
, . Seq.); aDd 

,. 
(B) section S03(a)(l} ~f this title; 

.the Secrem...··y of Health and Human Services under-

. p"~A) sections 2674(a}(6) ~d 26~(a)(6) of 'this tide; 

.(B) section 3023(a)(6) of this title; 

sections 2%(a)(2)(F) atld (d)(2)(F) and 291d{a)(8) of 
title; and 

133 
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42 § 4728 

(D) sections 302(a){5)(A). 602(a)(5){A), 
1202(a)(5){A). lS52(a)(5)(A), 1382(a)(5)(A). aDd 
(A) of this tide; and 

(4) aDy other department. agency, office. 01" officer (other 
the President) Wlder an), other provision of law or re~;w.atl~ 
applicable to a program of grant-ill-aid that specifically r"n't!;;'; 

the establishment and mainteoa.nce of personnel standards 
merit basis with respect to. the program; 

insofar as the fWlctions, powers, and duties relate to the PrE~SClriPl~ 
of persoIlIlel standards on a merit basis. 

; 

(b) Stalldards for systems of persoDDel administration 

In accordance with regulations of the Office of Personnel Mana.! 
ment, Federal agencies may reqWrc as a condition of pa:rtic;ip,ati~~ri:~ 
assistance programs. systems of personnel administration CO!lSiste: 

with personnel standards prescribed by the Office for 
eng9.ged in carrying out such programs. The standards 

(1) include the merit principles in section 4701 of this 
(2) be prescribed in such a manner as to minimize Fetd .... 

intervention in State and local personnel IIdmjnistration.. 

(c) Powers and duties of Office 

The Office shall-

(1) provide consultation ai.:': t;!chnical ad\ice and as.5,istme 
to State and local go\'e=.e~!s to aid them in complying 
standards prescribed by the Ornce Ullder subsection' (a) of 
section; and 

(1) advise Federal agencies administering programs of 
or financial assistance as to the application of required pel:solm8 
administration standards. and recommend and coordlnate 
taking of such actions by the Federal a&encies as the 
considers will most effectively carT)' out the purpose of 
subchapter. 

(d) Transfer of personnel, property. records. and funds; 
transfer 

So much of the personnel. property. records. and 
balances of appropriations. allocations. and other fWlds of any Fet~ 
a1 agencY employed. used. held, a\·ailable. or to be made available 
connection with the functions, powers, and duties vested in the 
by this section as the Director of the Management and Budget 
determine shall be tr.ulSferred to the Office at such time or times 
the Director shall direct. 

134 
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C\1. 61 PERSONNE 

(e) ModifiClltion' or 

Personnel standar 
and re~ations ref, 
continue in effect I: 

scribed by the Offic, 

(0 Systems ofperso 
design. executi 

Any standards or I 
of this section shalli 
diversity on the par 
execution, and man 
sonnel administratic 

(g) Interpretation 0 

Nothing in this se 
be constrUed to-

(1) authoIUe 
to exercise any : 
assignment, ad\ 
sonne! action 
employee; 

(1) authorize 
merit basis to t 
or school systel 

(3) prevent 1= 
tions in the fon 
conditioos of t. 
oances of the S 

(4) require 0 

to disclose his 
religion. or nat 

(S) require 0 

ee. or any pet! 
govern.tnent err 
nation or to ta 
which is desigr 
personal relati< 
blOod 01" marri 
tices. or COnCt 
~al matters; 

(6) require 0 

to participate iI 
such activities , 
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pt. 900. Subpt. D, App. C 

SIS=OO 1U14or 8. pr0i=l for failw-o ~o 
oomply Wi th the requir0ments. are BU

perude4 t.o the ex~~t ~hat cUscnmina
tion is prohibited by this subpart. ex
cept tut nothing i~ tl::1s subpaJ't re
l!eves a person of lUI Obliption 8.8-
surned or imposed WIder a superseded 
regu!atloll. order. imtnlct1on. or Uke 
direct:ion. before the effective date of 
t:hls subpart. TbiB sub~ does not su
persede UlY of the folloWing- (lllcluding 
fUture amendments thereon: (1) SXecu
tl VI OI'l1e.r 11246 (3 CFR. 1965 SuPp.) and 
~1I.t1ons issued thereunder or (2) 
aI:lY other ordem. reeula.tions. or In
stnlotions, insofar a.s the&e orders. reg
ulatlo:l5. or 1nBtnletlol111 prob1blt dis· 
Cl'1n:Iina.t1on on the groun4· ot r&ee, 
color. or Il8.tional ong1n 1ll .. progra,m 
or sU;uat5on to wb10h this 'iUbpart !a in
a.pplloallle. or prohibit d1sorlm1n&tion 
011 any other grou.n4. 

(1)) Fomu a.n4 tMTUCtions. OP.M shall 
issuo and promptly malte a.vailable to 
&ll Interested persons forms a.ud 4&
tailed 1nstructioIl5 a.nd procedures for 
effe<:tuating tl11s subpe.rt as a.pplled to 
progTamll to whlch this subpe.rt a.pplies. 
&nd for whjeh it !a responsible. 

(e) St.I~~ emel cOOTd.i7l4tilm. The 
Direotor. omee Of Perso~el Manage
ment ma.)" from time to time a.saigu to 
offlcia.l1l of OPM. or to omeials of other 
de-partments or &gencies of the G¢vern
ment; With the consent of the depart
men"tS or &genc1es. responsibW ties in 
cOWleotion with tile effe<:tuat1on of the 
purpollCa o! t1 tle VI a.nd ~b1s subput 
(other ~ napons1b1l1tles to: t1nal 
deo!s1o: u provtl1el1 in S 900.410). In
clul11ng the &@intment ot effect-hoe 
coordination and merlmum unitonmt,. 
Wit:h1n OPM &Ad with1n the aX6Cutive 
b~cb 1n the appUcation of title VI 
IUId this subpart to Bim1lazo programs 
a.nd in sl.m1la.r Sittl&t1ons. An· &.etlon 
t.a.ken.. decermilla.tion made. or require
ment Unposed by an omcial of another 
de~ent or a.geney acting p=t 
tolUl 886inlment of respo1l:l.!bUity 
under th1l panera.ph shall hage the 
same e!!ect a.a tlI01ll"b t.he action ha.d 
bee: taken b,. OPM. 

. )' \ 
5 CFIl Ch. I (1 +96 Edition) I 

M'P];;)'"D:iX A TO SUBPAltT D-ACTI'VlTI3s ',: 
TO WRlCB Tms SUBPAll.T ".PPLIES '; 

1. Pe:son::el :noll!Uey a33IlrDmellts of OPM '.~ 
;>arsoll".) ;>::"",lIJlt rQ title 5. V,S.c. c:&l\t8r 

I 
( 

.. \ 

33 ..... 1 6 cn ..... "t 334 (36 FR &WI). 

{38 YR 17t20. July S. 1973 .... a.=nended at; 41 
F!U311. '.l:>. u. 19831 

.a.PPENDlX B TO St.'BPART D-.'I.0'I'lVTrtBs 
TO W:e:ICR TIns SUBPAltT APPI.JJIa 
WIlEN It. P1uKAltY OBJECmVE OF T!IK 
FE:DBAL ASSISTANCE IS TO :E>Bo\TIDB .. 
~7't.ona:NT -:Ii 

, 
(;. 

1. NOlle a: :.hla time. /. 

·APPEh"DlX C 10 SUBPART D-APPLlcA- 'l' 
" nOli 'OF SUBPART D. PART 900. TO ",' (' 

PRoGtulotS RJ(:U\I1NG Ft;nsa.u. PI-
NANClAl. AssIsTANCE OJ' 'l'IDl OFFlOB \ 
OF PnsollNEL Ml..NAQ~ 

NOlldJscn:n.u.&tloll III l"ede..~y a.saI.st;ed 
~or=lcota; 
E:z~. '!"ha rollo~ emml>leo ..,tho,,~ 

~lnr e%ba,ust:\ .... WIUJt:r&~ the &ppllClotloll of 
the 1I0DIUscriJ:Il1lI&t10 .. provill1OIlB or ~ C1\'ll 
R!&'bta ACt 01 1964 0: ~ &ub):lBn In Il:'C>
~ reoe! ... ~ ll.tw:lc:.I.LI AIiIIIr.ance =CSU 
~ of :.he omce of Penollllel ~ \ 
ment. .' 

(1) ~o!~er.ta of IPA llnanc!e.l aas:lsta.:lce 
Cor t:aI.:!:c ~"O~ or felloVllhi"" may Il~ 
d1t1'ere .. tatoe t.t1:WOe%l employe .. who are ell
gible for ::alIIIng or !e1lowalolll8 ,>I, the 
grounci of race. color. or na.tio!1&\ oncm. 

(2) Bee! ""e:... of IP A. llnancl&l LSBIlt&.ZIoe 
for ~ ~ may :c.o~ .,.-ovid. t&dl1-
des tor ~ ... ;~~ ·...::::.e PW"POSe or etteot or 
Mp:L-u.t!ni' .~plo"':"'''i6 OIl :!:.q ,,-:>U!l4 or raoe.. 
color. or ::a.t:,vw c.:':1r'A. 

Subpart ~-(R&serv&d) 

Subpart F-Stondards for CI M.rtt 
System of Personnel Aclmlnls
Iiaiion 

AllTllo~: U U.S.C. ('!28. ~7S3; E.O. ll.:ill9. 
3 en part 557 (197l-1m Comp!!a.tlon). 
SO= " n 9210. MAr. 4. 1m. =_ oU>

eI"W"l.1e no~ 

§900..801 ~ 
(a.) The purpose of these r~tiona 

i8 to implement provisions ot ~tle n of 
the Intergovernmental r>e.rsonnel Act 
of 1970. &S amended. relating to Feder-

•.. : 

. , .. 

i 

\ 
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lly ~uire<1 roeh t persol1llel lIY&tcmJI 
1 State t.:l<:l local l4renc!ea. 1n !\. man
er tha.t ~ogn.i.ze$ fully the 1i8ht.!. 
owe~. ILlld :"eapclll.ll!biliCies of Stat.c 
!lei local .oven:ment.s and encou.~ 
:lnovo.tio:\ and allows for d\'\{emity 
:nong Ste.te and local go"ermne:lts1n 
he deaigll. er.eCut!OIl. and rn8n8~ment 
i their 'ybtems CJ! persollllel adml nflr
ration. &s proVi<1ed by t.ha.t Act. 
'tb) CeI""..&1lI Federe.l cra.nt progn.:co& 
~uire. e.& a. condition of Ellgib1l1tr. 

~ 
.ll;.t State and loe&! ~=eies tha.t nt· 
:eive grants est&b~ merit personnel 
ysteltlS for their ;>er801Ulel eugage,1 In 
~n!.&trat.10I1 of the ~~a.1ded llI't>
;ram. These Illmt ~el sy1items 
;%'8 in lIOlne<'C8Sii8 ~ by 8peC!1lc 

'ede~t 514 ~r:n:~ :; otb.er 
:.a.ael uil:ed bY rerlla.tlmuI of the 
~cde:tJ1nL:1 tor agencies. Title II of 
:lie Act rt~68 ;he ti .S. Omce of Person
lel1tiAl:l&Cament a.uthori;Y to presc:rtbe 
;t.allC&r~ for these P'eders.lly req~ 
nent person:l.el systemS. 

1900.60Z A;>plieUWty-
Co.) Seetiollll 900.~ a.pply w those 

~ta.te s..nd locaJ re'l'e=ents th&t Looe 
:equ!red to operi.te merit per1lOlI!lel 
,ystems Il..G a. oond!t.10D ot el.1g1bUlty for 
federal us1£t&.I:Ice or p&rtici.pat1on in 
?!l intergovernmenw proera.m.. Merit 
;.ersonnel systema r..re required. for 
Sta.te =d locaJ pe:soDllel e~ In 
tht a.dmllUstr8.t!on of aaa1I;tAl)ce &:IIi 
oGb.er 1::.tertove=ental progrnl:lJ. ir
respec:l.e or the 60llZ'Ce of f1l!lds for 
their sa.:artes. wbere Federal 1&n or 
!"eg".ll..a. t.10I:S ~w."'e :.he establiHlmle:lt. 
a.n~ m.alllu=nce of such 8YlIterIIa. A. 
reaso:;a.ble number of podtiona. how
ever. l':lI.y be e:empte<1 C'om merit per
so:mel SyStelll cove~e. 

(b) Section 900.9.l5 a.ppliee w Fe<:IemJ. 
cee:.cies that ope~te Fedenl.1 a.aal.st
a.nee or i:lt.ergove=ent&1 ~. 

! 900.603 Standarda for a merit ~ 
\Jf penoJmel edm'nistratiolL 

T'll.e QtW.1&y of pubUc service can be 
improved by the develop::Zlent of sys.. 
t.e= or persollllol admlnlpcra1010n cou
siStellt .0.':.11 anen merit Prinoiples _ 

(3.) Recru1t1!1g. selecti:lg. and advanc>
i!lg emple,._ on the ba.sis or ttl.eir ~
Ltive a.bU!ty. lcw",ledge. ~d sk1ll$. 1.n
:!ul1inr open considera.t.ioD 0: qua.l1fied 
aPllliea.nts for l!titlal appointment. 

§900.604 

(I) Prov1~ eQw:able and .. d9Q~te 
compensa.t1o~ 

(c) Tnt!"!!l!: e:::lployees. 8$ Deeded. u> 
AKS!1re high c:;a.llty performance. 

(d) Ret.a.1!ll-g employees on the bas:.5 
or the a4eq=y Of tll.e!r performa.nce. 
correel.i.ng :::..a.deqt:.a.t.e perfo=ce. 
and BePW'rl.t1.O.i' eUlp] o:rees whose 1ll&d
equa.te perCo=.a..noe cannot be cor
rected. 

(e) Aa8Uring ~ trf'.a.t.me.nt of a.ppll
cants a.n<1 e:::ploYOeli In a.ll aspects of 
~zmel ."m1 !l!Ftrll.t.ion withQut re
gard to pal.1t1ca.l aml1a.t1ou. ra.oe. color. 
natioD.!l.l. o:-.gi::.. sex. religions creed. 
e.ge or ha:l.dica.;l ~d 'With proper regard 
£or tlle1r p.."'i \"aCy a.nd constl ;ut1ona.l 
rlghU! lIB e:t'..zens. This "!&1r t.rea.t
=ent" ;n-i:1e.i~le includes oompliallce 
With t:b.e Fede..'"II.l eqna.l emplo:v:ne:!t 01>
ponun! ty a.nd 1I0Dd1.BcrimJ..lI&tlO!l law6. 

(0 Amro.ri.:lg ;.Z.a.t em~oyoes i.l'e pro
teo;ed ~ coercion for pl,rtUilUl >X>
lltlcal Pll1'J)OlIe8 a.nd are prohib1ted 
trolll WI1ng their offici&! antho:1ty for 
tJl.e purpot;e of int:erfe.-izIg' with or a.!
f'ect1Ilg the ~t of an elect.1oll or a. 
nomma.tioZ1 to: omce. 

1800 ~ COm;ol!en .... 
(a.) Certifi,::t;:i(M &/I ChUlf E%ecu.ti'oe$. (l) 

Cert1!ica.tion o~ ~eement by a. oh.!ef 
euca.t.1ve of a. Sta.te or local iurisdic
t10u to ma.t.n 1:l.!ll ~ s;ntero of persoIlD.el 
e\!mjn istra.t.1Oll in COllfonr.a.nce with 
these Sta.:ld&rds sa.ti.s1les &lIY ropp!! " -. 
hie Federe.l :ne:'i t pe:'llODJle! :-eQ.l:.,;" 

menU! of ':.he P'edere.l ~u.nce C~ 
o'Oher ~g=s to which ;lerso=el 
st.andards O%: a. :le.rlt 'ba.&is are t..pp1ic~· 
ble. 

(2) Chief euoutlves will r:l&1l:.t.C.:l 
these o~C&tions and mAke ttleII: 
aV&1l.t1l!le W Cle Office of Per&onnel 
M&!:Ia.geme:1 t. 

('3) l.Il the ebr.ence of cer.lOc.a.t1oI; by 
the c.h1ef euc·Jti"'e. c:ompli&.:lC6 Wi~h 
the St&nt1&..~ ::laY be certified by the 
heads of those St.-til 3.tld. loc:a.l !4re:l.cies 
tha.t are req~d to bAve merit pe:-soo-· 
nII\ s;ntems a.s a. condition of :l"ederal 
a.ssistlUlce 0:- other inte:yovernmentsJ 
procramo· 

(b) ResolutiO'7l of Compliance 1=. (1) 
Chie! executi"es of St&te a.nd local ju
riBd1CtiOIlS opera.tiXIg covered p~ 
are responsible for supervis.1Ilg comp!!
&nee by personnel GY'St.eOla in the1r ju
riBd!ct1on.s with the StlllJosrds. They 
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§900.~ 

sb.a.il resolve a:1 ~I!estio"-S ~e~e.int" 
complia.JJce t-~. pcnon.'lel s~'$te::o.s in 
.. heir iur'.sd.ictions \<1th ~~e Stancia.rds. 
Findillg-s a.JJQ 6::pportlng ~o::\l!Iletlt.a
tio:> with rega.-d LO speciflc cocplia.nce 
isstles s!>all be r:la.i~wlled 'o~' t:'e ch:! e! 
exe~utive. or a pcrsonal ~esl~ce. a.ncl 
shall be forwarded. on requp.s~. to the 

5 CAl Ch. I (1-1 -96 Edition) 

.:,.pp~m:x A TO St.'BP.tJ\T F-S'I'A.."DAlU>S 
FOR " ~ SYSrr.!d. OF ?=:''<lSONNli:L 
.-'.DHlNLSnv.TION 

Office of Perso=e.l Y~emetl~. "'0 ·~"t <!7W,pry Ref ... ",,,,,. 
(2) TIle cer.t ,,:inciples a.pply to tys· ~:I S -00<1 c:. A ' ,.- -. .00 =p.. _"""~ C~ o. '~". as 

tems or personIlel a.Qm1n11;tra.tion. The ame:,,' .• !\.: 7 V.S C. 2OlIl(eXGXBl... -
m;;ergo,er-..menw Perso=el .-\ct d.oes -:4t10:3&1 HtoJw P~lng a.:.d il.esourcH 
not a.~t.horiu OPM to exercise &tIY &\0' Developrntl::' P'aDlIc: Iital:r. Se:tic.e Act 
tllOritY. dire.::tlQll or control o.er tile (TItle XVl. u &mellde~ 'or ~e Na.tioll8.J 
selectiQ!l. a.ss!g'l!.mOllt. a.dva!lcemc!lt. Health Pl~:I4' &Ild P..eso=es De,.,lopme:l: 
retellCioll.. comperu;a.t!oIl. or other per_ .f.ct or l!nt .• ""tion 1522. O~ J'IUlUr.:ry 2. 19'/5: 
sonnel action with respect tQ ~ indi- '12. V.S.C. ~'(bl(')(B). 

d . S I ca.l 1 Old-ACe AImi..-,.8.l)Qe. Socia.! StCl.I.."1:Y _o\.ct. 
vi us.. ta.f-e or 0 emp oyee. (ntf6 1). a.s a.:e"ded 'or t.he Soc1&! Seem1r.y 

(3) 1! a ohler executive Is unable to re- Act Amenc!::leI:U! of 1939. seotio: lOl. Oil All' 
solve a. compliance' iSJUt to the. sa.t1&. .J"IIft 10, 1m i2 jJ.S.C. 302!1.1'S)r ... ) I ..... , 

fa.::tl0n of the Office oi Personnel ~- ./---flnlplo;nn<.:t Sec1u1tr (OIl"1np1oyr.le:>t lr.- , 
agement. the Offl.ce .. 111 assist t!1e / S1:,."aIIce CIt :!:::p10y-;:ell: Sv~ces). S~!.) 
chief exee::tlve 1:1 resolrillg the i8llueJ SecI:l'1:y Act m:le ml. "" L--:ltlCOK by tolle 
The oroce of Per&OnIle~ MAIla.gemeu .. ! Social So..-u::ty A~ Al!l,~~eD~ Of 1939. 
a8 author1zod by section 2t)8 of :;~t secdoD 301. 0"- J..ugnst. 10. 1939. q4 ;.he W 
IntergovenunenU1J Persollllel Act. Will ner-Peyoer .\:<. aB &.me~deo. by Pub. 1-
dete=ne 'lZ'het~er perscntlel Sfi;teIrnL TIS .• ~O:l 2. e: ScS>~IIlDer 8. 1950: ~ .. 

. ,,-- ... '" h S ~-=\ 5:I3(&hlla.n4:5C.S.C.4 \ 
e.r1) III .;omp~ce ~,t" t B ~ ...... """.. _ W1:h I>epenn.,:l: Cb.!!mn. i 
a.nd will a.d.Vlse Federal ~ellCles re- Soc:ial ~;,. Act (":':I.le IV-A). u &::1=40<1' 
ra.rdillg a.pplica.::ion of the Staneard.s b. the S:x:!&l *"~~ ACt A=e:u!meDta.Ji 
and reco=end a.ct;1ons to 0J.r.y out 1939 . ..,ctlo: iC:. 0:1 AWn 10 13R Q C:S:C. 
th~ P1ll1>OSa of the Act. ~estion.s re
ga.rd1ng ~llter;>ret.l'.tl.otl o~ the Stand
a.rdJ; will be. re!e:TeQ to .he omce or 
Personnel M=Agem8l!t. 

ASci toO tit. B~. SocIAl S&<>tlrity .... ct (T1~e 
X). "" &IlIe:l~ ~ t.he Soti&J Secu:1 1;3' A~ 
AmenmellU c! IlI39. MCtlOn 701. on A~ 
10. 1939: ~ tT.S.C. l202ta)(~r.A).1 

[~ FR 9%:C. M=_ t. 1983: 48 Pit 1080,. 10'=_ :5. 
"!Ell 

Ald t;O tlle l'"r.::lUlen:l, &.:::.ci 'i'o~ D!~ 
&h1ed.. Soc:.J Sec::r.:r loot cr:~. XlVl. u 
=ende~ 'oy ~. Soeu.l Sa.c....".". ..... t Amell~' 

t 900.605 EsUlbllihln.r r. zr.erit requir£- ment.'! or 19!1O . .eet1on!402. o~ A~ 2&, 
men,- l!iSol; 42 U.S.C. :1lS~ .. )(5)(A).' 

Federel ~e:lcl~ ltw,y ~QPt :-egula.- Aid t.e t:.. I\Ct<1. BUIl~ 0>' :oa..b1"';'. Soci&J 
tioIlS tb6t req"'- t"'. ea~blis"'-ent of Securtt'l' ~t mUe XVI). "" .u:.enclcd by ~ 

....... ~ .. ...... PnbllD Wel!an AmeDi!.."':ltllt.s or UI62. aeet10n 
a. merit personnel SYS:.em as B. cond.!· 1 :.s. 1 ..,.... 5)(1.).1 
tioll for rece1\illg Federa..\ assis=ce or M.cUca.l -'~ce (Mecl.!.cILld). Soc1a.l . 
ot!lomM' pa.rtlc;!.J)8.tiIlg: in an i~terg-o\', ou."1~r ACt mtl" XXX). IS a:ec4e<l. '0,. ~ I 
emmenw Program ollly Wi t.h ~~e prior I ~!al Secc::,:; .. ..:&D:me:.:s of !96S. sec:ion ) 
appre\"al of the Office :.! Pe:'8oWlel ~ on Jl:l,. !le. 19&: t2 U.S-C. :51 .. )(4)(10.)/ 
MAn.a.tecent. All ex1s:!ll.g regu;r.tiollS Sta.tl: &:>4 eQIShiWiity r • og.&mS on ~ 
will be submitted to the O!5ce of Per- (Old." A:t ... 1~). 01~er AX:::len<1D.S Act o! 
~nnf;1 Ma=ge.me.c.t for rene'\\'. 19ti5 mtJe :ilI:. 8.$ r.."':lt:l<l.ed b. the Com-

p .... b.eDS1\"t 014~ Am.r:~ 10.01; Ame1l4-
lIlenta of 1r.8. see",-O:l :m on October lB. 1m: t 9OO.811S Publicatio21. of proced.=es to 

lJDplelDcn merit requIrement&. 

PrQeeQues to implement these merit 
requinmenu will be specified in thl< 
Fe~eral Pe:sonnel Manual Syatem IUId 
o.h.er ~le\"LIlt publica.tio:!S of the Of
::lce of PersonIlel M&nagemellt. 

U U.S.C. sa:T(al(tl. 

I Pub. L. 9Z-603 repe&led 'TItles !. x:.. 'XIV. 
LIlc1 A"Vl or ~e Soc!aJ Seeu... "uy Aer. eUec\:!ve 
JUlt:.a..,";!, 1. !9'74. OZDe,t U;,a" "S1>cA repMl 
dou Dot &"p!, to Puer.o RlOO. GQ&%Il. &nd 
the \'Ira;1n Is1=Ca." 
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Jtlon A.m:st&llce LIld. Foo""r CUe. 
:Oll AsKtata.:lce &.lI~ ~1c1 Wal!u-e Act 
.: 42 U.S.C. 67Ha)(S). 
II: The !o!lo"';':l& pro;;ntmlll&ve a re.;r

y :eQu1reme:lt ro~ tile estabUan=cnt 
ullteD&Z1ce ~r ]:>enl:ln.::.el su.ndaniB on .. _ .. 
:n:. LegisUltio •. Ar..:l ~1mlI &fercnt;e 

.po.tlOll&i S&!ety ant. Realtll St&n~. 
ms-Stel.e~ OocUPiltioll&l SaSet; aJ>d 
I AOt o! 1970: Oeel1po.t!o~ S&ttty &Dd 
I St.a\.e Ma.n& tor Qle D ••• loprueDt IoDd 
~.n' of State S:&ll~: De~ 
)! LLbor. ;!9 CFR 1902.S(b). 
;patlonaJ Wety aA4 Realtl:>. St&tlst1ca. . 
ms-Ste\Ber OccI1p&t!ODIrJ $&fety &lid 
I A~ of 1970: BLS Grant AppUc:at101l 
>!ay 1. lm. Supllle=cnW A.uurIu>Oe 
A.. 
d Wel!&ni Serv1c:ea. Socilll SecurI ty 
~tJ. IV-B): 4.S CFR 13S2.t9Cc). 
.lopmellt DlS&bllltles Semces &lid Fa
• eocstr.l.c:lon. DeveloPment&l D1&
... Se,-feo. Nld Fo.cUltiu Couuuo-
• ct. u o.mended. by Pub. 1.. ~ on 
lber 6. 1978: 4.S CFR 139S.2L 
,,-geIlCY M&m.t:'ement ~oe. Ci9U 
SO Act of l~ mu. n) .... amended: 44 
au. 
,~tle:sl .. e EmploneenT. ""d ~ 
lO::JllI'h.nai", E:mploym ..... t UI4 TrUI>
;f. of 19'/3: 29 en •. 14( .. ). 
, Ill: n. tollo1l'1lIg ~ lI&ve pe. 
I reqll1l'emsnts "lI1cl1 IZl&7 be III" b7 a 
~'tem wluch contorma t.o tl:>.. St&DlI
O~ Mar1t syft<llllll or l'ersollllel AdDl!.n
lOll. 

l"rognvn. Le¢sl4.tion. =<l Rdt:Tt!fIL:t! 

,blUty Deter:ulllAtlOll SerYI-.. SooIAJ 
\~r Act (Tj~es n Iolld. XVI) .... &!Celld· 
U PIe&bUl~y Inaur&:lce St&te Ma.nW. 
"'.142.5.1. 
l~h InB=::e (or tl:>.e ....,.d. iY.cIj-.:). 
1 Secur!~T AC~ mtle XVIII). elJpe(:lally 
'Ollded. by the Hea.ltl:>. lnsuftace (or tile 
Aot.. OJ:! July 30. 1965: SSA Sta.te Oper
s ManUAl. PLot IV seet1oJ:! 4510(&). , 

XIrt G-NondiscriminaHon on 
!I'IQ 8Qsis of Handicap In Fed· 
9I'oIly Assisted ProglCIUS of 
the Offtce of Persor'\I'KM Man· 
ogem.nt 
"BOErn': 29 U.S.C. '11K. 
:Rl:r. 45 FR 75569. Nov. a. 19110. unl .... 
w1Be DOtK.. 

. 701 PIupo_ 

e purpose of this pact is to efl'ec
e I&otion S04 ot tlIe Reba.billta.ti.on 
~r 1973. to ellmil:late cUserirnina.t:lon 

§900.703 

on ~e ~s o~ :";'ndiCAP in e.r.y ;::-0-
nam or a.c;i\1ty :-eeeinne- Federal !1-
IllUlclal I18Sistan~ {:oom ~he O:r\ce of 
?en-:):u1el ~e.!:le:'L (OPMl. 

1900..702 AppUcabllity. 

This r;ubpan e.pp!ies to ea.cb ~tj ~1 ty. 
program or p:-oject recett'ing Federal 
HJl.II.ncial as&ista.:lce n'om the Office at 
Pen;onnel Man&ce.-uellt !rom tlle d.a.te 
tlUs 51fopa."'t U Ilpp:-o ... ed. The dU.-at:lOD 
of the 8.J)plica.bl!1 t)- 15 the period of 
t1me for whie!! the nssiGtance ~s au
thorized. 

'900..708 I>eIhUtiOD&. 
UlUe8e . the ecntent requires o~her

W1J;e. ~ tlWi sub~: 
(&) RecIpient !:leans an! State or Its 

poll t:lea.! subdl '"' ..s:iO:lS. &.llY' ~:lSt=l:me:l
tallty or 8. sta.te or its poUtical ".lb
diviH1ons. allY p;:.bljc or pl'i"<'B.r.e l4ren!:y . 
lns::!tutlon. Org-a.plz8ti.On. or other ell
tlty. or uy ;.erso::: to ",hich Fede:a1 n· 
Il8.:tc!&l a.ssista:c~ is extended cU. "ectly 
0:- through &nother :-ecipieJ::t. bel uding 
UlY suce_or. assignee. 0:- transferee 
or a. rec1p1ell:. btl: exclU4!.ng t:he Illtl
m&te bcmene1a.ry or the aaa!stAllCt. 

(1)) FedefgJ fir'.t;7..citJJ. tW1SU:mcc mes.:as 
any ~t. lo&Jl,. contraCt. (other t:r.= & 

procurement eO~:-""'2..Ct or 2. con=ct of 
1mnlrance or g-.;a.:-anty). 0: Ii.IlY other 
~ent by wl:.ich :be ~:lOr pro. 
Vides or other:-'~ ma.lces a.vai1a.b~e as
si£ta.nee iII the '::= 0:: 

(l) F::.nc!t;; 
(2) s.l'Tioer; of F&cie:-a.! ",,==e1: 0:
(3) R.e&1 a.nd pc:-soIl&l p:-oper.y cr &.:Jy 

IlIteres~ it! 0: ~ o! such ll~oper.y. ~n
clUdUIg: 

(1) 'I'ralll;.!ers 0: ie..ses of such ~:-o~ 
e~y fo. less ~ !&.I:- ~arl!:e1; \'&1 ~e or 
for reduced eo:asj~e:a.tion; aAt! 

(U) Procoeds !:'CIXl a. s:lbseQuent 
tr&nS!er or lease of such property it tlle 
Fe<1er&l ~"e o~ iU; f&ir =l.:et "&.Iue 
IS not :eturned ::0 ~he Fede:a! (l.O'i'e!'D
ment. 

(c) Factlit:y :n~ all or ~. »O:-olon 
or buildillgs. s::-o.etUZ'e5. eqt:.l;:>::lent. 
roads. walks. pa:k1ng lots. 0: otller 
real or personal property 0:- i:lt.ere5t in 
such property . 

Cd) l{GfII!it:c~ perSOIl ~elLllS &nY 
person who has '" llhl"$ie&.l cr lnc:Jta.l 
impaitment tha.t substantially li::ti:s 
one or lnore major 1Ue activities. has ... 
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Record Type: Record 

To: Bruce N. Reed, Elena Kagan 

cc: 
Subject: Privatization issue and meeting tomorrow 

Tomorrow at 2:30 Ken Apfel is convening a meeting on the 
privatization issue with the agencies. Here is some background 
on it. There are still a lot of unanswered questions. 

Pending State Requests: We have pending requests from Texas and 
Wisconsin. Texas wants to privatize food stamp and Medicaid 
eligibility state-wide. It is not seeking a waiver to do so, but 
simply arguing that current law allows this. If we say no, then 
they may fall back on a waiver request. Wisconsin is seeking a 
waiver in order to privatize. 

Areas for Potential Privatization: States may seek to privatize 
eligibility services in 4 areas: TANF, Medicaid, food stamps, 
and some employment programs. I don't know much about the last 
one, but the unions are worried about it and the Dept. of Labor 
is coming tomorrow. 

r@ The new law explicitly allows privatization without 
Federal permission, and everyone agrees there is nothing to be 
done about this . 

.J'!!lidlcaJjD The~ was not changed in this area. The relevant 
language that appears to preclude privatization is the 
requirement for "merit systems protections." This is waivable. 

FOO~ This is the most confusing and most active area. 
ThlslSllSO covered by the "merit systems protections" language. 
Texas is arguing that, as long as the handful of people who. 
design the computer program that determines eligibility are state 
employees, it can privatize many other parts of the operation. 
USDA and OPM disagree. 

Unions' Argument: The unions gave Erskine a paper arguing that 
USDA and HCFA delegated their waiver authority on merit systems 
to OPM in 1979, and that OPM must do a reg with notice and 
comment, not a simple waiver, in order to allow this. But, if 
true, this really just delays action and doesn't really change 
anything. 

Options: I suspect that legally we can do this if we want to. 
State flexibility argues for saying yes, while the unions' 
concerns argue no. I'm not sure I detect a policy issue here, 

-
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beyond perhaps a desire to see if the private sector could do 
this more efficiently than the public sector. Governors Thompson 
and Bush will presumably complain loudly. The departments will 
lean toward opposing this. 
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From: Bruce N. Reed@EOP@LNGTWY@EOPMRX@LNGTWY 
'To: FORTUNA_D@A1@CD@LNGTWY 
Date: 1/16/97 7:00pm 
Subject: Re: Privatization issue and meeting tomorrow 
Message Creation Date was at 16-JAN-1997 19:00:00 

I defer to Elena on the legal question. On policy and politics, I think it's a 
mistake for us to step in and say no, you can't do this, to a state that's not 
even asking for a waiver. 
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Record Type: Record 

To: Bruce N. Reed, Elena Kagan 

cc: 
Subject: Re: Privatization issue and meeting tomorrow 

Just so you know: Texas does have a matter pending before USDA 
and HHS, even though it's not a waiver. The state is asking us to 
share the costs of a new automated system, and such requests are 
routinely reviewed by both agencies. That's the hook that enables 
the 2 agencies to say yea or nay on this. Supposedly the agencies 
are required to review the RFP's invorved to make sure the new 
system is cost-efficient, protects federal dollars, and is legal. 
Hence the poten' 0 ortunity for them to say no the rounds 
that it violates the merit systems protection requirem 
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From: Bruce N. Reed@EOP@LNGTWY@EOPMRX@LNGTWY 
'To: FORTUNA_D@A1@CD@LNGTWY 
Date: 1/17/97 10:52am 
Subject: Re: Privatization issue and meeting tomorrow 
Message Creation Date was at 17-JAN-1997 10:52:00 

still slim grounds to say no, in my view 
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THE WHITEHOUSE 

WASHINGTON 

August 8, 1998 

MEMORANDUM FOR GENE SPERLING 
BRUCE REED 
ELENA KAGAN 
SALL Y KATZEN 
BARBARA CHOW 

FROM KAREN A. TRAMONTANO 

SUBJECT GUIDING PRINCIPLES FOR PRIVA LZA nON 

Months ago many of you gathered for a discussion with Jr)hn Pode·sta, Secretary Herman 
and others on how we should try to get ahead of various "reques1:;" for privatization and develop 
principles that the Administration could adopt. As next steps, we worked with the labor 
community and asked them to develop a set of principles for our ;onsideration. Current events 
i.e. Michigan's effort to privatize its employment services, force(:. our pro(:ess to the "back 
burner." Nonetheless, the labor community did develop principks that we considered as we 
resolved Michigan. Those principles are attached for your reviev, and COLlIDent. Your 
comments on both substance and process/next steps would be he'pful. I know John would like to 
respond to the Departments' request for guidance in this matter. 
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GUIDING PRINCIPLES FOR STATE WAIVERS 

Currently most federal programs of assistance to needy indLviduals lequire that public 
civil servants play key roles. Statutory and regulatory provisions I'rohibit federal agencies from 
allowing states to use private contractors to SCIVe in these roles. Tile policy concerns that 
motivated these Congressional anel administrative mandates also I1'quire thll.t, when a federaJ 
agency is asked to exercise the limited authority that it might have to waive certain of these 
mandates on an experimental, sub-state basis, it must carefully SCI".rtinize proposals to ensure that 
these concerns ere adequately addressed, avoiding hann to intended beneficiaries of the program 
and inefficiencies resulting in reduced services to those beneficiari'~s. Programs that ere fully 
federally funded and/or ere designed to serve the most vulnerable popUlations, in particular, 
require the utmost oversight by the federal government and accollIltability for program goals. 
Therefore, federal agencies will ~view any requests to waive the clesign elements of such 
programs with the highest standards. To that end: 

'" States must prove that proposals to waive important statutory recluUemems will not result in 
harm to claimants or customers. 

• States must justify the need for an experiment. 

Exp'eriments should be justified by insufficient public perfi:1rmance, :fraud, cost savings, 
or vendor expertise that cannot be efficiently replicated. States should explain why they have 
been unable to rectify problems through public sector intervention ,; within ,:Uttent legal 
boundaries. Experiments should not be based solely on an interest in explolling private 
provision. 

,. States must show evidence oflabar-management cooperation in .jesign. 

In both the public and private sector, the definition of "high perfoxmance" includes 
extensive coordination between front line workers and managers. The insights of all parties, 
particularly those who will implement change, must be brought to bear in dl:cision-making from 
the beginning of the rEHiesign process . 

., The experiment should be designed through extensive public ini'ut. 

States should be held to a high standard for public input. I:vidence (,f stakeholder support 
should be required. Vendors should have proven capacity and eXJ,:mence, with documentation 
available for public evaluation. 

• Evaluation should be on-going, with state monitoring, benchmal'ks, and I'~porting. 

2/3 
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Experiments should not be evaluated only at completion. This will requires "sunshine" 
provisions and non-proprietaxy information sources. Employees ol'vendor qrganizations must be 
guaranteed 'whistle blower" protections in the interest offull discbsure. As a means to ensure 
accountability and due process. clients shotild be guaranteed face-tll-face oI,tions where new 
technology is being implemented. 

* Plans must provide structures which avoid conflict of interest. 

Experiments should never be designed to create new incentives that discourage vendors 
from providing services or encourage vendors to determine that cli·:nts are illeligible. 

* Plans must ensure privacy and confidentiality. 

* Public employees shOuld retain discretionary decision-making around eligibility and policy 
determination. 

" Public "failsafe" provisions. 

Related to the on-going monitoring, states should be requiI.~ to show that they can return 
programs to state provision without interruption of benefits or serdces to clients. Vendors 
shotild be made aware. from the beginning, that they will be required to facilitate the return to 
public proviSion should the experiment fail. 

prin2doc.wpd 
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BuWljng OIl tile II "'hi ~Ik JDDdeIs it bas aIJeady MTBhJjsheclln Texas. Florida, MaIyIaDd and MissIssIppi, l«kbeed 
Mania lMS alllMll1llC"'d today II bas been awarded $eI;ere De\\' contIBCIS - vaIual at mole dian S14 million - to adminjster job 
tIlIiDiJIg and adler weIfIIre services In T_1D4 Florida over tile next year. 

"ll!dcbmf MutiD lMS bas ~ irs ability to improve propam perlilmJaIIce 8114 create meaningful job opponunitles tor 
individuals tryiDg to adIicwe self' suIIIcieoI:y." said Oenld Milla'. Stnior vice presidenl and managing cIi=tor ofLorkheM Manin 
IMS' A1I61in, TfDCUoba9'd Wdf!IJe Rdonn. Scrvkes. "Texas and Florida are at the forefront of weUiue reform. and LockheM MartIn 
is amficlellt we can beIp tboaAn d9 ofaddltional people In those stIleS gain tile s1dIls and ex:perieIu:e tbt:y neM to sucx:eed In leday'S 
jobmarklt. " 

Wirh tbese _ COIIIr8aS, LoMw:d Manin IMS now bas 'II ~ c:.on1I3CtS nationwide. FoUo-..'ini is a sumnwy of the 
seven new projec.fs in FlorIda and Texas. sdIeduled to beiin tail &Il: 

- PiDdIas County (PIa) IlW8Ided ll)drhrerl Martin IMS .~. $2 miDloD comu.ct - with a possible one-year extension -to 
peztbrm tile iDtIJrz, .WIt and c:ase INjn~ tor tile ClOIIIIly's Walk aDd Gain Economic Self-sufficient')' (VI AGES) 
ptOgI8Di, wbIc:h seeks to _more people fiom weIfan: to work. AUSTIN. Texas, Au," 2$ 

- Tbc Ct:mml Florida WAGES Coalition awarded IMS • ~. $2.86 million CIOIItIliU - iIIc:IndIna two Oli&'ycar options -to 
adminjster the comm"Nty 'MIlk experience and case 1P3D8pneut, lIaS of tile progmm in Swmor. Uike, Seminole. Oranp: and 
0sa00Ia QlQIjtjos 

- Tbc Polk County (Fla.) Woddim:e J)ewIopmtnt BaBrd. awarded I.«tiIeM Manin lMS 8~. Sl.8 million contraU - with 
a~opdoD -toprovidejobP'- " ..... aDdc:asemaMV'"C"' services to an estimateil3.87S dien1s of the =ty'S WAGES 
prDP'IIIIL 

- The FIJSl Coast (Fla.) Jobs &: EAwatiCIII Rqiona' Board - saving tile Jac:bmviIIe area - awarded lMS and irs paI1Der. 
GoodwiIlIDdDsIria cfNocth Florida In!:.. a 011" ,.... S1.8 miIIioII_ - with two ~ ~ns - to oversee the 
_mjty work experiCIICC pordoD cfITS WAGES p""am in Clay. Putnam, Nassau, Duval 8114 St. John's counties. 

- The BIOWUd County (Fla.) WAGES CoalItion awardaI IMS a ~. S1.9111i1liOD contraU - with two oao-year extensions -
to adm.n! ..... six at 10 savice m-. for tile COUIII;t"s WAGES propam. 

-!be RmaI Capial AJa. WOIkfiIR:e DevelopmflDt Board in T_ awarded lMS a o~. $2.3 mi1liOD comraa - with two OlIO

yearqlliDDs-tocreale 10 to U "0lIl: 11",," _CZIIIaSthatcmnbinetllleofeclalllplO8J8IIiS: the Job TrainingPartDershlp Act 
(rIPA). Job 0pp0raiIIiIia aDd Baic Skills (JOBS) and tile Food Scaup Employment and Training (FSE11 pro8J8lliS. Th£ Run! 
ClpillllarealDcludes _ aI1IdIies .... 1V ... pljDl the city at AnsIIn and has Romid Rock as irs biggest city. 

- Tbc Hwotuu~ Ansa Council _ ....... IMS a.....,...... SI.6 miIIioII wabact - with a one-yc:ar option -to manage and 
opente four __ ClIIIdIIII as put of tile Gulf Ooul WorIci:ace DewII ....... AJea 1I'P A ptOpam. IMS ,,;ilI operate sircs in Bay 
City. Lake 1aI:bon. PearIandIAMD and Wbarton. 

Lod<heed Manin IMS IaundICd ill Wdfae RtDm Servk:es boA .... in 1996. pulling together a top-fllghl team ofhuman 
seMocs and WOIkforce deYeIopnimt pi Ii sltmals wbo adJlewd natjgm! recognition fOr their work in cIizeain& Slate and local 
gcwenunent ~ that I • it 5 in hdpID& weUare recipieats achieve sdf' snfIirieoc:)'. 

lA ITS tlrstpqject in DaIJIs CoarIIf. Texas,1MS P'-I76 pozaml at ill ~ cIieIIIs In DeW jobs that paid an avaap GfS431 
",-eddy during ITStlrstyear atopaatioa - czceec!ingfedtn1 goals atS4 JIIIIceDt pl. 'iliad and a $292 average weckly sala!y. 

p_ contaat 0-CoIaruIIIIf you would like to ,....... the WR o.lIy R~ by ..mail or if)'Oll have questions about aiticles fOUlld 
In this pubIbIIon. (dceIaruJIiOacf.clhlUl.IIOV(..maII) or202.-401a51 (wIoe». 
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Mr. Erskine Bowles 
Chief of Staff 
The White House 
Executive Office of the President 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mr. Bowles: 
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As you know, the State of Texas is seeking approval of the Texas Integrated Enrollment Services 
(TIES) project, an initiative that will improve the accessibility and efficiency of public assistance 
programs in the state. I am concerned that the final approval of this innovative ·proposal has 
been delayed. The State of Texas has been expecting a positive decision on this plan for several 
months, and I understand the approval is currently being withheld by your office. I urge you to 
approve the TIES project without further delay. 

One of the goals of recent congressional welfare reform was to allow states more flexibility to 
solve their own problems. Through the TIES project, my state has met the challenge posed by 
Congress and is positioned not only to markedly improve services to public assistaince 
beneficiaries in Texas but also to demonstrate that the marketplace can playa vital and effective 
role in improving the delivery of these services. 

I recognize that organized labor is staunchly opposed to this proposal and has been actively 
lobbying the White House against the TIES program. I certainly hope that you will not permit 
anyone to inject politics into this policy decision. 

Additional delays in the approval of the TIES program will further deprive the State of Texas the 
flexibility.it needs to efficiently implement these public assistance programs, and I therefore urge 
you to approve this proposal as soon as possible. 

Yours respectfully, 

~Y -PHIL GRAMM-+---...... 
United States Senator 
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May xx. 1997 

Michael D. McKinney. M.D. 
Conunissioner 
TcxasHea1th and Human Sl!I'Yi.ces Cormnission 
P.O. Box 13247 
Austin. Texas 7!t711 

Dear Commissioner McKinney: 

I am writing to follow up on our most recent meeting and to respond to your 

p.e;; 

letter dated Mar~ S. 1997 to me !:Onceming the TelWl Integr.rted Enrollment Ser\1"ees (TIES) 
project. You a~ed that we provide intcrim Federal guidance under which Texas could release 
the TIES request for oilers (RFO). ifit so ehoose$. 

In this letter, I describe the current status orour discussions, the fla.ibi1lty available to the State 
under current law, the limitations regarding functions which must be performed by State 
employees, and next steps in the process ofmoving forward with the TmS project. Because 
Texas is considering an integrated eligibility system. I address botll Medicald al1d Food Stamp 
policy in this letter, the content and language ofwbich have been approved by the Department of 
Agriculture. Official notification by the Food and Consumer Service (FCS) of the Department of 
Agriculture will be provided to you by the FCS regional office, 

Over the past several months, our staffs have been working together to resolve many issues 
related to the development of the TIES project, a highly comple:t undenaking by the State that 
involves the integration of three large Federal programs (Clish assistance. Medicaid and Food 
Stamps). as well as a number of State program~. The State hu submitted for review a draft RFO 
which seeks innoyative approaches to the delivery of public services. The RFO calls for proposals 
which will replace the State's computer system and which will re-engineer the methods by which 
eligibility is determined. AmaliE the important tec;hnic:al and policy issues potentially raised by the 
RFO is thefulldamental question of the extent to which functions historically perfunned by State 
employees !;Ould be perfonned by private!:Ontraelors . 

The State has not submitted an actual proposal to privatize State functions. nor requested II 
waiver of any Federal statutes or regulations. Rather, we have engaged in discussions so that the 
State will be in a position to communicate to the vendor community any restrictions regarding 
those activities which could be performed by non-pUblic employees. 
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~J:3J~t):Available in Curtent Statutes and RcgulatiOllS 

CuT1'ellt Food Stamp and Medil:aid statutes, regWlIIions and preeedent proVide the State with the 
opportunity to use I:ontrag stafl'to perform. a number of'iUnctions. SUl:h functions include 
desian, development and operation olthe large and c:omplex information system which fbe State 
expccts to implement in TIES. The State could also employ contnct statIlo develop and 
recommend iIlI integrated and r&-engineered eligibility process for the programs included in TIES. 
COMBct staff could provide training, assist management in the transition to TIES. In addition, as 
you Icnow, Te'l:8S hIlS very broad authority to administer the Temporary Assisranl:e for Needy 
Families (cash assistance) Program and can use DOn-State employees without limitation. 

Therefore, Significant opportunities exist for the State to take advantage of the c:fIjeiencies IIl\d 
expertise anilable through the 'llendor community in developing TIES. There are, however, 
limitations on contractor involvement related to client certification and eligibility determination, as 
desen"bed below. 

Limit.flQ,()OlI.5ln Work by Non-State Employec5 

Section 1902 olthe Social SeeurityAct lUld section II(e)(6) oltheFood Stamp Act and 
implementing regulations renect the principle that most activities included in the: eligibility 
determination proceu must be perfonned by public agencies. Among other re·quirem.ents. these 
sections require public ~enc:ies to administer the Medicai<:l and Food Stamp programs. and that 
merit system. employees must perform w) eligibility function~ and decisions, including eligibility 
interviews, evaluation, and the actual eligibility detennination. The hearing and appeals process 
must also be conducted by merit system employees. 

A non-merit, non-state employee may not take actions involving discretion or value judgments, 
including all essential elements of the eligibility determinatiOll that relate to the eValuation of 
information provided by an applicant or bearing on the eligibility determination. While it is not 
possible to identify all functions and all interactions involved in securing eliglciJity. we ean identity 
some gellenc functions that non-nate employees ean do. Non-state employees, inc:hlding 
volunteers, can perfonn functions that are outside of the eligibility determination process 
including data entry, rcception activities, and acceptin& applieations as long as suc:h activities and 
interactions with appliCanls do not evaluate or verifY information or otherwise act to screen 
applicants seeking benefits. Non-su,te employees cannot validate submission.g or otherwise screen 
applicants from the interview or other parts of the eligibility detamination process. 

During our discu$sion last week, the possibility of waivers oflhe relevant statures and regulations 
was raised. 1 would like to clarify our position regarding waivers for both the Medicaid and Food 
Stnmp programs. While authority to waive starutory and regulatory provision5 exists for the 
purp ose of conducting demonstration projects for both programs,. we would not appro .... e a 
request to waive the provisions regarding State merit ~stem employees on a statewide basis. We 
would. howel/er, entertain a limited demonstration project in which non-merit system employees 



. . .. 05/09/97 11:33 1! 
v~/ vtl/~;n ,LU:;,4 "Q"~U~4565557 , WIlITE HOUSE 

~005 
~004 

• ~MA'!'-e8-199? 19:21 IGA P.1il4 

DRAFT· Tex1\5 TIES· slSm - 4:30 PM 

could condua all application inteM4!W' so long u merit system employees evalUilte infonnation 
on the application and make tho determination of eligibility. Such a demonstration should cover 
no more tbu.a limited geographilO area 1IZId would require Il valid III1d complete evaluation. 

£olJible No:xt Steps 

3 

If the State hils no further questions reguding tbe limin1ioll5 on the USB of non-State staff 
desl:riben above, then the State may release the RFO, under the condition that th4! State include 
the applicable language from this letter in the RFO. HHS will approve Federal matching funds for 
projllCt plannms activities forthlllPosts illl:utred through the release of the RFO. 

In order for HHS to consider approWlg and funding a contract which may result fulm release of 
the RrO. the State must submit an implementation advaneed planning document (IAPD) for HHS' 
prior approval following the solicitation process, in accordance with the rules at 45 CPR: Part 95, 
Subpart F. The IAPD must meet the requirements specified in the cited rules and pro~de a 
rigorous and positive cost benefit analysis for the project The State may want to advise potc:ntial 
offerors to make use ofHHS' cost benefit analysis guidance for Stlitc systems, which I have 
enclosed for your review. We will con sid er HHS funding for the actlJai project itself at such time 
liS the State submits and an IAPD for ap~rovaI by the Federal agencies. 

((you have questions regardin~the policy described lIbove, or if you chmge your plans for 
release of the RFD as a conSequence of this letter, please notify my office that tho State is not yet 
prepared to move forward. My $taff and I are available for additional discussions, 

HHS GIld USDA. staff are also available to continue their ongoing discussions with your office. 
Mark Ragan. Director of the Office of State Systems, Admini5truion for Children' and Families or 
his staffwili be in contact with your office ~ortly. lWthie Iackson, FeS Regional Administrator 
win also be in contact with your office. 

I want to express my appreciation for your understanding of the complex issues I1Iised during our 
eonsideration oEthe TIES project 111150 appreciate the time and effort you and your ~taff b!lVl! 
contributed towards moving these issues to resolution. lfyou have any questions concerning the 
content of this letter, please do not hesitate to call me or Mr. Ragan at (202) 401-6960, 

Sincerely, 

Kevin Thurm 
Enclosure 
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e~lll' ~ !lOIi~' . ~Dre~onmIv activitIes could I lud~ CODt.a~r with a receptlo~ t ~: ;. ~ !: 
'pufpo.teS M(recor 1118 ar Il1qlUlry or scbeduliDg n ~ointm8m. Howeve.t, lillY" ~;in . 'I : i' ~ w~I;ch spccitic ~ .. ibiJ, [~ crl~ are discuss~ r ellilbIUty-~lated infonnationj )1I~ and; . I I: 

. e~uated JIiurt h, per!ofm~~ by, a Slate merit s RCem iemplo~ee. ,j: ':' I' . , 
. It ,iu,uld be: II~I' lhat, ~n th~ ou~tatl~rJlng pro~i5ioll;' III the j M~~d woerafu ~ ;th~ .~se : : ii" :', 

. of, \lalun~~ iu F~ Spimp 1'Joaranl. - tlm Individuals ~11s lD ~ese c1fl? 'Il11T1~11'. ; '. 
\ BIIsiat pOtiJlltJ.al ell iltll iq fil applications wIth the S~te for. thD P\lrpcm of e.JI:l' ~ fwi, " I 1 /' ! 

• elllJanclng State qUtreacli eft . If II/Cit IOtivl haa the effea screen~ng pc . tllil'l :./ . .' 1 I' I 
apPUcaJlt8. t~iI i' uld n~t hi e been pe.rm.itted. A l'inlt'lCJiJ\t non,statc ptcseJ'I/i I!) q'bo: .' .: /: I In~itai:8d emoll' , t;pt/Jte I would Inevitably ult in /lOme screeaing of po~eil at! : .,! :'. 
~ltCAnts by no:, 'ubll~ elTJ oyets. . :! .!: I ::, i! 
• 'j ; ~ .. i :. . . . I": ", .;1,1, 
~~~!; : 'j':;: "'j;'jl 
:rti~ :Stllta auiy rej~:~: RFO, under the ndi~!on t~ the State Includ,~ itf' ~I'il~bl~ I} i : 
l~ilaie!roin th~ietterijn' draft RPO. HH wllhpprovc Federal rilatcltil'lJ iu:l~ fpt: .. 'j :!: I: 
pr~ tet p~~ng li1ti"'lli~ fcir

l 
the costs incurred ou&h the planniriz phase. : ':! : :. ',J :' : 

In: ~ for iiHSJ~ co~ldef app~oving AM f\tn big ~contcac.t which may resuitl{T.O~ l :,: i: ! I 
tel~6 of th& RF~. tho ~t!ltC mllst !ubmlt a!llm Jellle,ptation;advancdd planning ~OCUPl~DI :.! :.',; , 
(IAPD) fOf' 1!HS';~rlor appq,1.r8J follow!nJ tho sollcitatlon process, 1n l!~rdancel willi I C, " , 

~J!.e~ al 4S qR ~¥.t 95.; ~up art F. The IAP[) must JIIe~t tlie re.q"ir~~nts Sj~c,t1e4 i ,rh¢' , ! I :: 
~ rules I~ pt*do Gjflill ous and positive It b~eflt analyal' for the Pt~~ 1!Itc: ' i': ; 
Stll~ may w\VIt tl:ll.advbe!po ial offeron to ke us~ of HI~S' CllSt. beilllflt a:Dfj~Qi8J : , , ! ! i 
gul~ance for· ~l:atQ ~ystenia. ,1 c will consider Ii S futldin: for the a£tual projl!4t itiletf at·' :·.t .1:' ~: 

.; suc~ ·tlml' ~ ~he ~~te 5u~m~~.~ an IAPD for ,Pproft by the Fedenl, ~g~ief' ::i. i .. :. '{'i,': Ii . I' 
'! Hut ami USDA ~l'f ~ IIV~. !~Ie to continue t~1r ongoin, ~iscussions .wlth ~Jr off~; . '.:i I"! 
' Mark Rllg4~, il>j~tor \J{jth., ffIoe of Slate Sys Ins, ~dlDinilltratlon 1or,Chit<ll~llUId i" " ,: , i: ;', 

" F~i'jes,or.h's ~~ will ~e, :contRc:t WI!hyoUl, ffi~sh~~. Rllthie Jl"'lsciri;!'.,CS! I, ":' .jl, ': I 

. ,Reg1tlnal Ad~iI1ls~Ulr';l1l .~ro be in ~ntact WI yoJr office. '. J :~ i :.";: : !: II 
' 1 wak to ~fe:rs liiy al'Pf¢C1a Ion for your undor ~ndfl1' of the complex ISSues r~S~dl du,:iQg , I : i' 
our:~risfdemtlon of tho 1tt~ roject, I also app ecla~ the !ime IIlid effort you i d)~, : i : i: 1 : 

sta#lhavc 9On!r1bufbd t~ moving these ,SS~ to r~olutiOl1. If you have aJ1l' ~e.ttlqnS 'i I 
concerning ~ CQ~pnl of!thla otter. PJelJ~ do DO l1esl~[e to call me or Mr. ~~ar~' (2~~), 'Ii I' Ii 
,40l~~6D. ' ': Ii' , I; .. :.:: :; I j 

: ", , ; : /. : I 'I ~: : I 'j , I, 
", Iy", 1 .: I: :.,,', 1 ,'/'. • . ; I'. """ i: "I 'I' ." :' , ", "1 i . I :j:' :' 

. '. i Revin Thurrh .: :' ;: : '::: ~ 
; i i ,,;:; i j: ;. ,:1.1 1 . : 'i". I;;; 
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Gramm, governor question de~y 
in federal OK of Texas welfare pl~ 
Col11lll1lell fraa ... .,1.. '"We wall your dMIIM OIl the 8poteamc for EDS 111.4 the och· 
elll~'" nBS prgjtct. YOIi promlAd III 111.. IZl tInu ullerened ill b!4d!ng 10 

He IIU l!luochlce4- •• bIIl"tII.I~,J'!Ier I4A M,~d8r.·,.1l!:.l!ll ,~,,!' .. ZIIA~,,;clfue~.mllaveSl1d. 
wo\lld limil the KOpI of the pr1V11t. take PGOPl. at tIIidI" word. I uye stat. emplo1_ sll.o]lld 1101 be , 
lzallall plan. omu prOpllSllllO etlII. caJled 10 Jeek IJ! eqWwIOlI. Ta.. arnd4 Cf Itl8izIg thelr Jobs - III.d 
tro! prI",liZIItIoIlllne btq lAtroo IIl5 are .",my .... &l1lIlI ,.aw decl·· tIIIl set\1cea tor .... !!are c:I1nlB 
claeed b)r Rap. BlIlott Nmhmt, BiOll 10 .. ve WlplYon' IIIDD1 8IId WOUld be 1IIlprovecl. 
I).A1ISI!11.lIIld SelL GcIIlJalo BurlIIl· IJIIpro1Ie semc.es for Weltare reclpi. Whal IlappeIIli with T.xas' wel
l .... D-AlllUn. ' 111.111.. h. 11110 III a !elllr dal8d AprU fare lJS!elll II being watched 

1Il199!. Tax .. lawmaters paled a. uolilld. the 11811011. 
• billtlYerhiUllJls Ibe illite welfare Mr. Oramm foUowed lllar with a It a~ III Tau. the luera· 
systcm: " leller 10 White HOUIIe CbJef of SIaU • live priYllUlatlOll COlltracts ar~ ex. 

, l!rIkIAe Bowle.l that NId.: pecIIICIlQ plve the WIlY tor )lnvlte 
The fInDs, III parmereb1p wtth "I recap1 .. tllat o!plllMd labor firma to bid Oil weUare !ly1lem5 In 

ltate ... eIfIie offfdals. foa lui. IlltallllCbl)' oppole4 10 this propos. cIoIeAII ot ok llates. 
page III the ,bill thet opened the II aDd IIaa beell actively lobb)'lq "II does hIVe impll~8tlQllS tor 
d.oor 10 privalllillg the )lObUe wei· the Wbite Houe ~ the 'I"I&S the rest of the ~WlIr)'." sald Marda 
rare system. program. J cerlldlll1l1ape fJIft you ,JtiD.Ie)', IIIllllal)"lt 'fiEIl the CeDlor 
~e reus He&Ith &lid Hum&II .. UIIIGt penD!! enyoIlC to ~ pol_ ror PoilU. Poliq Pr!orltleo, &II AIU

Semces ~mm'aa!OEl. cillq the 1"8- ItiCI IIIto thiI pollq cIecIIIoIl. • tlJl.bued "".rcll groliP eumill
!station t.oo ;yean ago, Is proIDOIID8 Ped,ral oUlcilia 117 tIIIy!lave 111& ISsuer affectlllg low-illcome 
the I118rill of the privltlzaUan proo belli welghilll In tba lDpDt -from 1'wxIII.s. 
poselill AIIItIIlIlld WasIWIstan- the Itbor WOIIa. MWlwlllle. TelCu WIleD leader, 

Health 811~ HWIlIlll Services "Cel'talDly ",'ve heard troll! the ..,. tb.at ,veil 11 til. propo&ll ill 
CalDllll.&I!oner MllEe MdUIlDey, I 118110l1li 1III1ou. We're looJdJlg at eventuallT IPIlrovlcI, of&ulzed 11-
former IIIIPioyn 01 III lIDS 1lE1wiI4- 'tile projKt lIN!! bill we're wIWna bar lias scored. a VICtory sllIlply by 
ia!y, lIu crillctzed the fceral gov- 10 l18teD.'" Ia1I\ Mlcbl8l KhMtOD., delaYIlIg the 'Illire prOceU _ 
el'llmalll tor delaying lIB II.dI1oII apoklSlll8ll for the U.s. DepanlDlIlt apIIlst tile beS!~ ... afMr. Swm, 
Oil the proposal - IIrhicb Iw beell Of Health IIZId HWIWI SerYII:IU. Mr. G1'amIIIlIIld bli~. 
dal!GecI the TexM Inlepatlcl. Ell- Labar la&clers, lIIGIudlD.8 "pre- "Two :rurs IgO, at tho IIZId olllle 
rolJJlleIlt Sen1. ... ('!'IES) prosnm, ' .. IlUllv .. of BI8le .mp~ 1I1110!!!. 'Iut legislative selldoll, we decIded 

'And there lIE ~ III IIlefeU. hive laid lilY IIlOYIS to prjvat1Ze to flSht this; satd MIke GroD, lin 
ill81Y pointed ezchellg. 01 ldlm ... lfare wIIIlllll OIUY IIII8Il the 1091 orgaJIlzer 'fith the Te_ Stat. 2m-

, betweell Mr. McXIIlney 8IId 1<!d1l'll1, of jobs 1I1l1 I1so NIIIII III lIIIeriop pJO)'aS Ullloll. 
o{ficlall, l!lclll4iD.g Secretary ot Iel'Vica to weItart reclpIellti. 
Health I!Id HI1IIIaII Services 0amIa Ad_tes for low-illCome Ta; 
SII.lala. .1lI also critlelJccl prtvatlDt1oll. 

RBcelltiY, Mr. BUIll jollied' the IaJUl8 they tear Ilicrell8cl COlllPU" 
campallll !Phellile \$TOte to Health erliatlGll of sem- willl'lllloYe • 
ana ~0Il Servic .. Sectetel)' Don- "1I11man elemllll" rrm.. tile welfare 
na Shillala. 1 p"",_, 

Ha I!Id ctllm adlll11 they have 
been _willI 11I.rpr1Jed at 1I0w 
OfIIIllI8d labor 1m baaD able 10 
1I0w cIoWll wbal lie wi. '1!Ie fIUI
away tralD" ?/ )lrlvlUretion ~ Tex
as. J 
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I WASHINGTON -- Thel~~in~on ad ~nistrat'ion on Friday essentially rejected 
I; • I. 111'11. I I' 'II II. ' Texas~ f1rst-~n-the7n t10n plan to hire pr1vate! compan1es to handle most of the 

st.ate~ s p~blic-assi9Hll~cellprogratris. ' 

I 
I ' II 'I' I,! II 

Thi=! u.s. Departmep :j-'of, Healtp land Human Services said any private contractor 
would l have to use stci :t~ employefJs for tne screening of applicants for food 
sl~tamps and Medicaid.l,r "hat;ll requi ~ment elf, ectively guts the Texas plan, which 

1 I 11 
' , I 1111 I, J" 1 i f' • wau d a or pr~vatei"s ctar emp yees to iscre,en .app cants or several publ~c 

~ene ff t p;rlograms. : : 1111'; I'i, i, ::: 
I 

" 'I I" '" ,I, / ' B:J mer9iling the var'letYI of at te offices that handle applications and hiring 
, "\ til' I I' 1 II' I I 

p'rivate companies to -un the BY, tern, Gov. George W. Bush has said the state 
I ~ 1 I ' II " 1 I II i ' coul~ save $10 rnil~r !;j a month.: ' i, I ' 
1 

'h I h ,Ii. I I I "ff h' , 1 d 00 er ~tates av,e. ,een watcq.ang the Texa~ e .ort, op~ng ~t wau d .open cors 
10r ~heir rprivatiza~ WJl ~l!ap.s ~H well. ~r~s1dentol,~lintonr who took heat from 
with~n his own part:;YI~J;leIl: !he s'iQ'ped a w~lfare overhaul l~st fall, has been under 
I -' I H,I t I ' . I r; " ,t, t' • • pres~ure to grant Te rf5 a Iwa~vTr, from f~der~l rules requ~rl.ngl government 
emp19yees Ito conducd ,~)1ei screen~;ngl for ,!,e,?p~e ~,eeking Meilicaid and food stamps. 

I 'j I ;1', I I rll ' I:' : 
Without specifica' ly approving .or denying the 'waiver,' the Department of 

~eal~h and Human s~rri!ce~ jon Ft!I~day told. Bush to proceed with his plan and seek 
pid~' f~oml private c9,TWanl~1s ~-I ~s long .',as, stat~ employees cont~n~e to screen 
Med~tald and food stamp appl~cantsj, sal.d Healtp 'and Human Serv~ces Department 

~pokesmanl Michael Kh~~fen ~ ~ , 

I
, "Il! I, \ , ' ! ' jI'hat 1 f3 not the' I1 r ,ogr\atp we roposed,I' I said Karen Hughes, a spokeswoman for 

Bush. : I :: 'I I Ii 
H~ughes and Mike ~ URidhiYt ti'!l~ st,"atel',S CO,mmiSSioner for health and human 

f ' 'liP' 1" I f :/ serv:I,ices', angrily i'n isCed tha I the response from the federal agency was no 
"I'll' 'I I " answer to Texas' pr "esal. I " ',I ", 'I" "I " , '!. I I I ,'" ,i ',I ' iwe were not giv I ajno,' and we were not given a yes, I I I Hughes said. 

Governor IBush is i~l.£.,edt1'1bus J[I ~t the White House cannot give a yes' or a no' 
I I "", 'I "I ' ,: I ' answer 011- a proj ect~; !~1:' ; I : " ; 

, ,'I 1111'" ,'I, ' 1 , McK~nneYI who we tl' to Iwashi gton on: Fr~day. to meet w~th federal officials, 
I I "' ill I' " "' I . I" OJ emerged after 21./2 ours, sayi 9 he wa's disgusted' I and, had wast, ed his time., 

1;,.1 r I 'I 

I' '11i'l 'I ' I 
• . I I 
I t, 't' t 
,I' 
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I I 
'I I!, I I 
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! ubtin A;'e~ rl an-I'~. ta~esm n, :May 3, 1997 

, Ii I LI! ,:!I ,I ~ I I, i : 
I spen~ $338 on ~I '1Ia~rll~ne ,If !==keF an ~14 on ,a cab. and I want my money I 

back, '\' McKinney saj!d:. I We sat i I there 'I"and I it I was very cordial and everybody 
I r . : I ! : I I' I 

was real nice, but th lilbottom line is, I have permission to do exactly what I 

h 'd ,', d d"f I 1 ,I'il'k d' 'h ' a permlSs loon to 0 be ore, I w'\l' e .In t ere.' I I 

I I I 111 1,111 ,pi ii, , ' i ' ' 
Health and Human ,s~+rjVlces Department lofficials told McKinney that the new 

welfate 1a& gives Tex'clT~' tii~ flex!~bilitY to hire: private companies. to distribute 

Tell rnpotary AI'ssistancJ ,tt?1 NFelldY Fa~1 \nili,es, one of the programs known as welfare. 

I' ! 'I!I' Ii; , , But C~ngress and I' ,He presiq. ,~t ~.ecid.ed they wanted to retain statutes and 

l
' , ,I h I 1111 'h'l 'd" 'd d f d Kh f 'd regu atlons t at gove 'z;t t, I e ,Me ca~ ,an 00 stamp programs, r , ar en sa~ . 

I h
i f 'dl 1 : dill! 1.1,:i I ' I. l' d b1 ' Tee era agenc~ls react~o tOITexas' pan angere Repu ~can Sens. Kay 

,I I, ' , 'II, I' 'I tI Ba~le¥ Hutch~son andlllli,lllGramm and :U.S.,,, Rep. Sam Johnson, R-Plano, all of whom 
'h r d f I d' III' ll' " I , , 'I f l' ' h 1 t rea ene to use e 'ra ' eg~sl at~o.n to orce C lnton to approvet e p an. 
I "1111' 'I 'I " " 
, I 1 '", :1' II I,. , sef"era Texas leg];' ators, 11 wever, sa~d that what the f;ederal government 

approred'is in linel ~'(IRh I~hat b J' T:J~as !"Legi'slaturk intended in its 1995 

Jelfa're relform law, 1
1
/1: I I I I : 

I I ' I " ','I'j 'II 'I " 
h 1,1 t . 'I" b d' "d w1e can. save t e s a e

l 
slgnll lcant money' Y olng computerlzatlon an 

t 11'1111 I I II I 1 I !-1 downS'izingl state gOjv.e nment. 1 wl aonlt ha:vel 10 privatize in orderito save 
~one~I' I' ~~id Rep. Gr h M~key,' LIAustin~\ who helped draft the st~te welfare law. 
I I r 111111 II I. I It' : We can make sure our constiltuen s and p~lo~le who, need human services get the I 
r • . I I' tI' 1'1 '1 I ,1.1" I ' qualj}ty they deserv:le I 1'n a Itimely manner

l 
wi(ttiout having to traipse allover 

'I I" 'I ' "I I 10wn ,:" i : ,',' I I: " : 
• CiiticJ of Busht.s~ jelfare plah ~~id ~hey lbelieJe the federal government's 
~ction stops the statle.'s,'r1ush tbward turning over government jobs to private 
~ompa.nies land is iIi ~~~eJlwith AI·related bill maV.ing through the Legislature. 

I 
. :1 1' , : ' I I I, :, 

I thiAk this i~'.ahvih~icaticn of what the Texas Legislature is doing,' I said 
t;1ike Gros~, vice piel I~~eht of th~e Texas. 'State Employees Union, which opposes any 

1 f t' 'b I 'la" 'h I ,I • '. 1 oss 0 sate JO s u erllt e p l-vat'lzat'lon propos a . 

1 

1 
' " . , I" , 

. I: 'I Ii' , 
7~e decision, t?e;.:Rlap'jS OPI 9n~r1:ts s:~i~, doe~n't stop Texas from making it 

eaSier to apply for I .elfare be eflts and imprOVing the computer system used to 
I I I' 'III II I I J I aetermine who gets b nef,its. Gi! ,ing up thousands of state 'jobs to private 
I " ,I!.. 'f' 1 h ~'I '1' 1 h 'd companles was not P03: .:l;; o. t e' .1: all', som.e. egiS ators . ave sal . 

1 I [ ,. II" I, 'I I . H, , II' .; r I ' 
I ~tate employee~' Inl1-d It he DeH~rtment I:?f Human Services and other agencies have 
been~1 doing an outsta 'Id.ing J'ob I'cif. determining e.li9ibilitY," said Rep. Elliott 

, , "1'111' I I ' 'Naisptat"1 D-Austini, , .,' I " "I 
: 1,1 111 , " ' , 

Some legislators I ave l grown ~ary of rthe ~roject because they would have 
, ' I, I . ll'l I" I!' 'I' litttle c9ntrol ove~r' :i~e ~iddi~9! fo~ what r. JIUl~ ~e_ one of the largest contracts 

ever- offered by the tatel. The proJect .was belng, steered by the "governor , s 
t! I \I' I I ' It' 

office, to.:hich head:s ,~i p~n~l o~ ~tate 0f'fi:c' al~ -kriown as i the q:ouncil of 

ICompetiti!ve Governm~' ··t. I " '," I ' ! ! I'" , . " 

The Texas HOUS~ tn." I w~-dbeSd'lYt app~ov~d a biil drafted by Rep. Rob Junell, 
I I . II <1 I 'I . " I' 

D-San Angelo, that, auld Igivellegislators more control over the project. 

! I '1:': Ii!,· , 

I
, If we had done a,II'pilot on:,this, then maybe we would know how well it works 

r ' 1111 

I 
and how well the companie's cO"ll'ld handle this, ,I' said Rep, Garnet Coleman, 

'I I": i J ' 
j I.!" r! 

! 
: ,I 

'II' 
, 

I t ,I I 'II' ,,' , ' 
1,1 ,1\' i' 
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1/ 11:1 'II J 'II. I" ; II I, ) _I I" I I 
D-IHouston, who co- sp.o sorea Junelil 1 s bill'. But 'I tb take the whole:; system wi thout 

I I'll 1111 " ': llfl II I III I any knowledge or wit:h ut evaluat.ion of tne whole project would be' something that 

, " II' '" 1'1 I' I : WOIUld !be urdvisabli'l' iii; ! ; : I ;: i Iii: ' 
Junell's bill does allow I the state to:.1contract with a private company to buy 

I I : II,' , I r ,I ,'., computer software and nardware and to des~gn a better welfare computer system. 

I 
' 'I " III .; I ' "~' 

A lpOkesman for Jie'~~r~dic, 0'1 F sy~tefus declined to comment on Friday's 
devel~pmertts, and alLg~khee'd Ma:} :inlOffiC, ial could not be reached. Both 
c6mpaAies ~ave been p~~:sp~d~ive b:i,dd'ers :for the Tex,as project. 
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nOM: 
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EXECUTIVE OFFICE 
OF 

GOVERNOR GEORGE W. BUSH 

STATE OF TEXAS 

FAX NUMB~' S. 12147S-2211 
OFFICE NUMB : Sl21463-1762 

, 

Mr. EnkJn B. Bowles 
Chief of Stair for the PresIdent 

Governor Geor&e w. Bush 

April 14, 1997 
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GEORGI Y, BUSH 

April 24, 1997 

STATE 0. TaxAs 
OFFICI! OF Till! GOVI!RNOR 

Mr. Erskine B. Bowles 
Chief of Statr 
The White House 
Washington, D.C. 20500 

Dear Mr. Bowles: 

Several weeks ago, you assured me that the White House would 
expeditiously decide about Texas' Integrated Enrollment SeIVices 
(TIES) project. 

My office has not heard anything from you all. After months of 
negotiations with the federal govenunent, it is inconceivable that the 
White House calmot make up its mind, one way or the other, about a 
project imponant to our state. 

Your indecision is not in the best. interests of our taxpayers or the 
welfare recipients we are trying to help. Please do us a favor and 
decide. Texas deserves an answer, and you ought to give us one. 

Sincerely, 

GeorgeW. 

POST Ome. Box 12428 AuSTIN, TEXAS 7.711 ("') 46,.,000 
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